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WASTE IN ILL-CONSIDERED FEDERAL PUBLIC 
WORKS PROJECTS. PART I. 


By Henry Earle Riggs 


« » 


The REA—A New Deal Venture in Human 
Welfare 


By Judson King 


“< » 


The Subsidized ‘Yardstick”’ 
By Frank A. Newton 








PUBLIC UTILITIES REPORTS, INC. 
PUBLISHERS 





10 MINUTES 


to brew coffee... 


—- 
30 MINUTES 


to keep it warm... 


Anyheet Control Silex . . . $6.95 
(black); $7.45 (red). Other elec 
tric table models $4.95 up. 
Kitchen range models $2.95 up, 


which means ENCREASED LOAD! 


People don't just brew coffee with the 
new Anyheet Control Silex. They also 
keep coffee warm all through the meal. 
This means an extra 30 to 60 minutes 
in current consumption every time an 
Anyheet Control Silex is used. 

There's the answer as to the impor- 
tance of Silex Glass Coffee Makers as 
load builders. Countless of your users 
can easily be sold an Anyheet Control 
Silex. It's by far the best known glass 
coffee maker. Silex pioneered this 
whole modern method of coffee mak- 
ing. And Silex has many exclusive fea- 
tures. Backed by extensive advertising 
these superiorities are widely accepted. 


For example—Pyrex brand glass, guar- 
anteed against heat breakage; “quick 
cooling" stove automatically times the 
period of infusion—assures better tast- — 
ing coffee. It also permits brewing to 
be complete without necessity of re- 
moving glass from electric stove. Pa- - 
tented Silex filter. 

Silex is the glass coffee maker to push 
if you want increased load revenues to- 
day and tomorrow! Write for the Silex 
plan best suited to your needs. 


Each regular Silex glass coffee maker installed 
on your lines will add 87 KWH to your do- 
mestic load. Equipped with Anyheet Control, 
it will add 97 KWHI 


The SILEX Company Dept. P, Hartford, Conn. 


THERE IS ONLY ONE 


SILEX f 


TRADE MAGH REGISTERED US PAT OFF 


BREWING COMPLETED WITHOUT REMOVING GLASS FROM STO 
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Norristown, Pa, has found that 


BETTER LAGHT 


has meant 


BETTER BUSINESS 


in its Shopping District 








iew of Main Street of Norristown, Pennsylvania—Looking east 


“S9 Years’ Street Lighting Experience 


merical 
STREET ILLUMINATING COMPANY 


261 NORTH BROAD STREET PHILADELPHIA, PEND 
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Proper planning enables our Electric 
Utilities to provide their excellent ser- 
vice in time to meet the increasing 
public demand. 


In the same manner, the equipment 
manufacturers anticipate the demands 


of every part of the plant. This is ac- 
complished by laboratory research. 


Okonite-Callender is always ready with 

the cable equipment to meet new ser- 

vice demands. Its facilities, too, are 

constantly functioning in the cause of 
Better Service. 





a4 
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4 TRICTLY speaking, there is nothing in this 
world which we can, with absolute assur- 
ance, condemn as perfectly useless. To at- 
tempt it would be to presume to pass judg- 
ment upon a creation which we can neither 
understand nor explain. Who are we, after 
all, to say that plagues and pests have no cos- 
mic purpose? 


BLUEBOTTLE flies, for instance, may have as 
much right to live as we have—much more 
so, in their opinion. It all sums up to the con- 
clusion that we can, at most, merely estimate 
usefulness according to our own needs and 
views. And heaven knows they vary enough 
to give us problems to solve without drag- 
ging the lower orders into the argument. 


WHEN we consider the usefulness of public 
works, we come up against the same basic 
question: Who is to judge what? Take the 
Pyramid of Cheops, for example. There was 
a public works project that undoubtedly gave 
employment to thousands over a pn ac, Bsn 
period of time. The wages-and-hours scales 
may not have been exactly CIO. Just the 
same the project was completed. 


“But did it serve a useful social purpose?” 
you may ask. Well, Cheops probably thought 
so since the Pyramid was erected to honor 
his august memory. And since Cheops was 
the boss around Egypt in those times, we 
must, perforce, accept his verdict as roughly 


JUDSON KING 


Uncle Sam has made up his mind to put the 
kilowatt down on the farm. 


(See Pace 398) 
MAR. 31, 1938 


HENRY EARLE RIGGS 


To what extent will Federal financing of 
public works be truly “used and useful’? 


(See Pace 387) 
equivalent to our own “mandate of 
people.” 


¥ 


URNING back to our own day, there ai 

a lot of folks who think that the prope 
Passamaquoddy tidal power project would 
in a class with the Pyramid of Cheops, ¢ 
less durable and more expensive to opera 
But that is merely the test of strict economit 
What compensating social values, if any, h 
some of these federally financed pow 
projects to offset out-of-pocket expenditur 
in dollars and cents, and are they worth 
price? 2 


Tuis is the broad range viewpoint that D 
HENRY Riccs attempts in his fou 
part review of various public power project 
the first instalment of which starts in t 
issue. The author still emerges with a critical 
ju gment as to the all around wisdom 
uilding some of these projects. Nor is Dr. 
Riccs’ judgment to be taken lightly. As pres- 
ident of the American Society of Civil En- 
gineers, he commands national respect. Long 
regarded as one of the foremost valuation 
experts in the country, Dr. Ries, a native 
Kansan, is professor emeritus of the School 
of Engineering of the University of Michigat 
at Ann Arbor. He graduated from the Uni- 
versity of Kansas in 1886 and began his career 
of engineering with the railroads. 
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nation-wide approval for 
Hydrants. 
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ling Gate Valves. 


Sewage disposal and fil- 
plants, the Darling 
Valve offers advanced 
areer of operation and 
reliable performance. 
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YOU'RE THE UMPIRE 


You can call Darling's Safe 
at any stage of the game 


In the never-ending game of operating a water-works system, 
you're the umpire. On supplies and equipment, your decisions 
are final. Specify Darlings—and you can be confident of re- 
iable, economical operation for a long time to come. 


Darling Products are designed to do a better job . . . built to 
stand up under operating conditions of every kind. That's 
why Darling users everywhere stick to Darlings. 

It's a good idea to call in the Darling representative when- 
ever operating problems arise. In all probability, Darling ex- 
perience has encountered—and solved—these very problems 
before. 


DARLING VALVE & MANUFACTURING CO. 
Williamsport, Pa. 


Representatives in: 


NEW YORK HOUSTON 
PHILADELPHIA OKLAHOMA CITY 
PITTSBURGH TOLEDO 


EVANSTON, ILL. 


IN -TEIN(e 


GATE VALVES AND FIRE HYDRANTS 
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PAGES WITH THE EDITORS 


ERTAINLY all FortNiGHTLy readers have 

heard of Jupson KiNG, author of the 
article on REA in this issue. The director of 
the National Popular Government League has 
been much too active to escape the attention 
of anyone having any interest at all in public 
utilities. Some folks may be interested in a 
more intimate picture of the man Kinc. We 
suggested that to Mr. KiNG several years ago, 
but he pooh-poohed the idea. 


“NOTHING flashy about me,” said KING, 
“born in Waterford, Pa., in 1872, on the site 
of old Fort Le Boeuf which my Scotch-Irish 
forbears helped found. I attended the Uni- 
versity of Michigan, did newspaper work from 
'02 to 06, then after being a member of Mayor 
Brand Whitlock’s administration in Toledo, I 
turned up in 1913 as executive of this league— 
been here ever since.” Mr. K1no’s father was 
a conservative Pennsylvania Republican; his 
merchant grandfather was a Jackson Demo- 
crat. He himself is an Independent. 


ALTHOUGH Mr. KiNG is well known for his 
miscellaneous lecturing and authorship on new 
methods of government such as the referen- 
dum, city manager plan, judicial reform, eco- 
nomic questions, etc., we were interested to 
know why the league branched off into utili- 
ties. Did it lose interest in its first love and 
light on the power issue like a duck on a June 
bug? 


Mr. Kine lighted one of those oval ciga- 
rettes he has smoked for the past twenty years 
and replied easily that there was nothing 
peculiar about it. “The power issue is as much 
a question of popular government as of eco- 
nomics. The utilities got into politics up to 
their necks like their predecessors, the old 
railroad builders. Same brand. Quite human 
and quite American, but we had to fight them 
to protect our constitutional rights in the 
utility field.” 


Mr. Krno’s league used to be a neighbor in 
the same Washington office building with the 
ForRTNIGHTLY; but more recently its business 
has been conducted from the Takoma Park 
suburb. Mr. Kine looks about the same as 
when we first saw him a decade ago—he is 
always in good humor. Except that his hair 
has receded a bit in front, he appears like the 
most of us—“nothing flashy.” He plays golf 
for exercise and his hobby is second-hand 
books. He confesses he is a “nut” on rare 
editions and frequently has his gracious wife 
perplexed to discover additional space for his 
“finds.” Indeed, if a paraphrase from scripture 
be allowed, wherever three or more books are 
gathered together, you needn’t be surprised to 
find Jupson in the middle of them, giving them 
the once over. 


¥ 


URING all the current controversy over 
TVA and its directors, we are able to 
present a most timely discussion of “yardstick” 
rates, written by a rate expert of a company 


MAR. 31, 1938 


( Continued ) 


Blacrstone, inc. 
FRANK A. NEWTON 


From rate yardstick to rubber yardstick to 
rubber hose blackjack. 


(SEE Pace 408) 


which is more directly affected by them than 
any other—The Commonwealth & Southern 
Corporation. F, A. Newton, author of this 
article (beginning page 408), was born in 
Sparta, Wisconsin, and was educated at the 
university of his home state. After some tech- 
nical experience with the National Reclama- 
tion Service in Colorado, Mr. Newton joined 
the staff of the Wisconsin Public Service Com- 
mission (then called the “Railroad Commis- 
sion”). For the last twenty years, however, he 
has been connected with The Commonwealth 
& Southern Corporation with offices in New 
York city. He is also chairman of the Rate Re- 
search Committee of the Edison Electric In- 
stitute, and a director of the American Gas 
Association. 


¥ 


N our “What Others Think” department, 

starting page 424, we are presenting the 
full text of Chairman A. E. Morgan's 
original statement of March 2nd concerning 
the general TVA situation. As this contains 
the charges wh'ch will be the basis for any 
investigation of TVA, we think such publica- 
tion herein may be of value to our readers, 
Just what course this heated controversy will 
take cannot be predicted at present writing, 
but the matters in dispute have probably 
come too acrimonious to be overlooked pe 
dropped. We include, of course, the reply of 
Messrs. Lilienthal and H. A. Morgan. 


THE next number of this magazine will be 
out April 14th. 


As Coliteres 
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NEW AUDITING SERVICE 


» TO CHECK YOUR OFFICE ROUTINE! 


HE value of a periodic 
audit of your books is too 
ell-recognized to need com- 
ment. Now Remington Rand 
offers this same type of impar- 
jal, expert audit for an even 
more important phase of your 
business—your office routine 
hich directly affects your 
public relations. 
For fifteen years Remington 
Rand has maintained a spe- 
ialized Public Utility Depart- 
ment devoted exclusively to 
the study and solving of public 
utility office methods and prob- 
lems, Its analysts and specialists represent a wealth of 
experience in years of service: unmatched by any other 
organization in the world. Recently, moreover, its facil- 
ities have been enlarged to meet the growing demands 
of your industry. 
6 MAJOR IMPROVEMENTS. For hundreds of such compa- 
nies in every part of the country, Remington Rand's 
scientific audit of office methods has led to six major im- 
provements. (1) Elimination of needless duplication in 
clerical work. (2) Coordination of record procedure and 
ofice layout to make it possible to give the customer an 
immediate complete answer to any question—whether 
he phones or calls in person. (3) Re-districting, re-rout- 
ing and re-numbering of accounts to speed up meter- 
reading and level off peaks and valleys” in the cashier’s, 
bookkeeping, and collection departments. (Remington 
Rand has handled this very important job for a large 
number of companies at a fraction of the cost, and in a 


fraction of the time that they 
could have done it for them 
selves. In addition to this, it 
was done without interruption 
of their normal routine). 
(4) Office files in all depart- 
ments set up to prevent loss of 
time in finding papers and loss 
of vital records through fire or 
carelessness. (5) New records, 
where needed, installed com- 
pletely by Remington Rand 
experts without disturbing the 
regular personnel or upsetting 
normal routine. (6) Thorough 
training of all employees in 
a better understanding and more intelligent perform- 
ance of their own duties as well as an appreciation of 
related activities. 
BUILDS EmPLOYEr MORALE. Whether you have a few hun- 
dred employees or thousands, Remington Rand, 
through the improvements its audit leads to, can help 
every one of them do a better job. The ambitious are 
confident good work will be recognized. The less am- 
bitious will be encouraged to work harder. Responsi- 
bilities are fixed and definite. 
RESULTS PROVED TO YOU IN ADVANCE. Remington Rand 
will be glad to furnish factual evidence of actual results 
obtained under all types of operating conditions: or on 
request, will supply a list of public utilities that have 
used this analysis service, 0 that you may check directly 
with them. You are invited to phone your local Rem- 
ington Rand office for details or write Public Utility Divi- 
sion, Dept. U-622, Remington Rand Inc., Buffalo, N.Y. 


Ox: 24 prom Remington Rand 
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ca 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“The part which water-power development will play 
in unified river control is being greatly exaggerated in 
the public mind.” 


* 


“Queddy is as irresistible as the ebb and flow of its 
enormous tides. Human mastery of natural forces will 
not be denied.” 


> 


“It has been estimated that the United States Constitu- 
tion has inspired upward of 100,000 books, pamphlets, and 
special articles...” 


* 


“The Federal government alone has expended, since 
1920, $3,500,000,000 on highways, $750,000,000 on water- 
ways, and other millions on airways.” 


Sd 


“We are doing more power business than any other Fed- 
eral agency. The Bureau of Reclamation is the largest 
power producer among all Federal agencies.” 


“ _. when a business man makes a mistake, he tries to 
correct it. When a government commits an error, it tries 
to conceal it, or blame it on an imaginary cause.” 


¥ 


“ . . it now takes each year about 1,750 railroad cars 
to haul .. . free mail out of Washington, and most of 
it is nothing more than New Deal propaganda.” 


* 


“In so far as the testimony of these two gentlemen 
which I have had the honor of hearing, about the only dif- 
ference is that Mr. Lilienthal smiles and evades all ques- 
tions, and Mr. [Arthur E.] Morgan looks solemn and 
evades all questions.” 


» 


“Exclusive of general retail sales taxes, the $18-a-week 
laborer or clerk who owns no property pays $116 a year 
in invisible but traceable taxes contained in the prices 
the goods and services he buys, or 12 cents out of each dol- 
lar he earns.” 


12 
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Surro Ugas 





A Typewriter 


that provides 
4 Payroll Records Fast electric carriage return, electric 


in One Writing shift to capitals, convenient tabulator 
control, and many other special features 

speed up and simplify payroll writing as 
well as many other jobs. Investigate this 

and other new Burroughs machines for 


ll lis. Teleph 
EMPLOYEE'S large and small payrolls. Telephone the 
STATEMENT local Burroughs office for complete infor- 


mation or a demonstration. 


PAY CHECK 


or pay envelope BURROUGHS ADDING MACHINE COMPANY 
6111 SECOND BOULEVARD, DETROIT, MICHIGAN 
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14 REMARKABLE REMARKS (Continued) 


FREDERICK STEIWER “It all sums up that the power to make decisions and 
Former U. S. Senator from the control of economic machinery of the nation resides 
Oregon. no longer with the people, but at the nation’s capital.” 


bd 


Hamitton Fisu, Jr. “I am unreservedly opposed to empowering the Presj- 
U.S. Representative from dent to draft American citizens for service overseas in 
New York. case of any future war, without the approval of the 
‘ people.” 
* 


Wenpet. L. WILLKIE “For several years the government has taken definite 
President, The Commonwealth action to show its hostility to business. It must now take 
& Southern Corporation, definite action to demonstra‘e the sincerity of its desire 7 
to codperate.” 


> 


Roya. S. CopeELanpD “When captains of industry are called to the White © 
U.S. Senator from New York. House, too, they become like a lot of the rest of us when ¥ 
we go there. They become ‘yes’ men, agreeing to what © 

is said to them.” 4 


* 


BootH Moonry “The position of the petroleum industry in Texas is ~ 
Associate Editor, The Texas distinctly an affirmative one. The petroleum industry does ~ 
W eekly. things, and it is because of the things it does that the in- ~ 

dustry is so valuable to Texas.” “ 


¥ 


Rosert H. Jackson “I don’t know which brand of wisdom I distrust the = 
U. S. Solicitor General. most, that of the theorists who have studied a business but — 
never run one, or that of the executives who have runa | 

business but never studied it.” 


> 


Pup Casot “Competition is good under some cond:tions, and mo- ~ 
Professor of Business, nopoly under regulation might be good in others, but when ~ 
Harvard University. you scramble competition and regulated monopoly the re- 
sult is likely to be an indigestible mess.” 


5 


GeorcE Morris “A layman’s conception of a yardstick is a stick a yard 7 
Writing in Nation’s Business. long . . . The government also has a yardstick, but it is” 
elastic. Its advantage is that the article measured may be 
made to conform to the desired length of the yardstick. 


- 


Puit FEerGuson “When you think of $300,000,000 in the Tennessee, ai 
U. S. Representative from undetermined amount on the Columbia, an undetermi 
Oklahoma. amount in the Imperial valley, we will have enough money 
charged to flood control in the development of power 
have completely controlled the Ohio river . . . to have 
completely tamed the flood streams in New England, t Be 
have cons‘ructed the 26 reservoirs on the Arkansas and” 
the White that would cost $126,000,000, and afforded ma- — 
terial protection not only to those valleys but to the 
lower Mississippi.” 
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MO DERN Roiler, Fuel Burning 
and Related EGuiyzment 


For unit capacities from 1000 
to 1,000,000 Ib of steam per hr 


C-E TYPES 
BENT TUBE—multi-drum, four-drum, three-drum, two-drum 
STRAIGHT TUBE—sectional header, box header (cross drum and 
long drum) 
BO LE RS FIRE TUBE—hrt, vertical, internally fired, locomotive type 
MARINE—sectional header, bent tube 
WASTE HEAT—straight tube, bent tube, fire tube 
(C-E Boilers include all types known by the trade names Heine, Walsh- 
Weidner, Casey-Hedges, Ladd ond Nuway) 














C-E TYPES 


Su EB FR H FAT F RS various designs suitable for any superheat requirements and applicable 
to any type or size of water tube boiler; also a girth type for hrt boilers. 


Known by the trade nome Elesco. 





C-E TYPES 
UNDERFEED—multiple retort, single retort (five designs) 
CHAIN GRATE—(three designs) 
TRAVELING GRATE—(two designs) 
(C-E Stokers include all types known by the trade names Coxe, Green, 
Type E, Type K, and Skelly) 





C-€ TYPES 
both direct fired and storage systems and a variety of designs of mills, 
burners, feeders and related equipment, including those known by the 
trade names Raymond and Lopulco 





C-E TYPES 
both dry bottom and slagging pulverized fuel furnaces as well as 
extended surfoce and plain water-cooled wall constructions. 





C-E TYPES 
regenerative, plate and tubular air heaters ; continuous loop and flanged 
joint types of fin tube economizers. Latter known by the trade name 
Elesco. 





C-E TYPES 
suitable combinations of boiler, fuel burning and related equipment 


COM PLETE UN TS for any fuel and for capacities from 1000 to over 1,000,000 Ib. of 
steam per hr. Also complete units of standard design known by the 
trade names C-E Steam Generator, Type VU, and Combustion Steam 


Generator. 


i” 


Combustion Engineering Company, Inc., 200 Madison Ave, New York * Canada: Combustion Engineering Corp Ltd. M 


COMBUSTION ENGINEERING 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolu- 
tionary larger-capacity foam equipment for 
flammable liquid fires. 

The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 2!/."). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into 
the water stream in the proper proportions 
to form foam. 

There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demon- 
stration of the Phomaire Unit illustrated at 
the left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


ee 
Phomnaise wa 
PLAY PIPE SOLUTION 


nag made and sold re 


: Mam (iE gta Comoat 


naneas Crry 
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Better Lines 
ane built with 
Porcelain Products Insulators 





PORCELAIN PRODUCTS, INC. 
PARKERSBURG, W. VA., U.S. A. 


HI-VOLTAGE INSULATORS —SINCE 1894 











CARPENTER MASTER-LIGHTS 


© HIGH POWER HAND SEARCHLIGHTS. © Specialists in 
© HIGH POWER HAND FLOODLIGHTS, senceaey See 
© HIGH POWER AUTOMOBILE SPOTLIGHTS. oF ee ee 
© HIGH POWER SEARCHLIGHTS BUILT SPECIALLY FOR TRUCKS, 

© ROOF MOUNTED AUTO SEARCHLIGHTS. 

© HIGHWAY ACCIDENT WARNING LIGHTS. 

© EMERGENCY CAR WARNING LIGHTS. 

© WIG-WAG WARNING LIGHTS FOR FIRE, POLICE & AMBULANCES, 

© RECHARGEABLE BATTERY-LIGHTS—DRY BATTERY-LIGHTS, 

© EMERGENCY SEARCHLIGHTS AND FLOODLIGHTS, 

© MARINE SEARCHLIGHTS. 

© PORTABLE—WATCHMEN’S—REPAIR—-FIRE—POLICE LIGHTS, 


CARPENTER MFG. CO., Sidney St. 
CAMBRIDGE, MASS. 
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THIS ADVERTISEMENT IS APPEARING IN HOTEL AND RESTAURANT PUBLICATIQ 


(“Loa Gee, 





Ca 


IMPROVE ITS FLAVO 
with ROBERTSHA 


AUTOMATIC HEAT CONTRO 


When acoffee or water urn blows off steam you burnt 
money! Water can't get hotter than 212 degrees. Th 
no sense in pouring heat into that urn when you co 
keep the water hot with one-quarter the gas. That's wh 
urns equipped with Robertshaw Automatic Heat Co 
trols save many dollars for users. They automaticall 
regulate the water or coffee just under the boiling poi 
You can’t waste gas! In fact, thousands of hotels an 
restaurants actually save the cost of Robertshaw Cor 
trols many times over. 

With Robertshaw Controls you keep brewed coffe 
flavorsome and sweet over longer periods and kee 
it at just the right serving temperature. That has save 
many restaurants as much as 33!/3% in cream bills. U 
Robertshaw Controls, get coffee with real coffee flavo 


Ask your Equipment Dealer or Gas Company to inspect your 
present urns. You may be able to install Robertshaw Auto 
matic Con at very low cost and make great savings. 


rs 4 


ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD, PA. 
They Cost So Little—They Save So Much 


Le eS ee ee eee ea ee 
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Details that are Essential for Good Service 









Cover provided with liberal overhanging 
flange furnishes a definite shed for water. 






Improved Cover Clamps secure cover 
tightly in place. 


Porcelain Stud-Type Bushings are co- 
ordinated with winding insulation. 


Advanced Core and Coil Assembly with re- 
inforced end-turns and all the latest fea- 
tures to insure continuous service. 





Copper-bearing steel tank is strong yet 
light in weight. 









- 
elenhge - ge 7 - 











3 So be 


Send today for literature 
on these transformers 





WWatstita ws over ule @esunterusisteys 
aint Loui S.A 


5400 Pl ith Avenue, Sa 


Motors. Transformers Fans Brakes 
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H YDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
*& Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 




















le A LAB \ 
— f in- 
\ection © 
broad see trolling the 
trolling 
TAGHiabue ° neo and reap proper 
struments necestor' fo 1 details ai 


factors 5° A 
cosa of east the fellows STOPPERS 
ve ce) 


descrip’ ptiv nts: 
rumen 
TAG Inst ee cORDIN 


PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 

Tape—Soap & Binding be! 
Catalogue mailed on request. : 


SAFETY GAS MAIN STOPPER 


523 Atlantic Avenue 
Brooklyn, New York 
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LINK-BELT 


COAL AND ASHES 


HANDLING 
EQUIPMENT 


@® Consulting engineers and operators of large 
and small power plants, in all sections of the 
country, have long known through actual expe- 
rience that Link-Belt mechanical handling, crush- 
ing, screening and power transmitting equipment 
is durable, dependable, and economical, being built 
to last, and to operate at maximum efficiency. 
Send for a copy of General Catalog No. 700. 
Link-Belt Company, Chicago, Philadelphia, Indianapolis, 
Dresser Station, Indiana Electric Co., Terre Atlanta, San Francisco, Toronto, or any of our other offices 


Haute, is equipped with belt conveyors, Fy _— s43 
apron conveyors, apron feeders, hoppers, located in principal cities. 7258 
crushers, water intake screens. Three loco- 

motive cranes are also used. 





Peck Pivoted Bucket Carrier Link-Belt Coal Crusher 


Belt Conveyors handling coal to bunkers Link-Belt Skip Hoists Gravity-Discharge Bucket Elevator-Conveyor 
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Public Utilities Fortnightly 





HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


{| Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


| A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 





ORDER FORM 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 





Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 





Address 
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MODERN STEAM GENERATOR 


This worm’s-eye view, taken with camera pointed directly 
overhead, shows the furnace of a modern steam generator designed 
for operation at 300,000 lb. per hour, 683 lb. pressure and 785 deg. F. 
final steam temperature. It is one of the units now nearing com- 
pletion at the Kentucky Avenue station of the Indianapolis Power 
and Light Company. Burner openings are seen in the front wall; 
boiler tubes, above the top of the water wall, are spaced widely to 
provide an effective slag screen. 


Such pictures are unusual, but afford excellent means of study- 
ing the progress in modern construction. 


FOSTER WHEELER CORPORATION, 165 Broadway, New York 
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Kinnear Doors are custom made to the individual 
order in several different types, in any size or of 
any metal. Write for information on the com- 
plete Kinnear line. No obligation. 


"The KINNEAR Mfg. Co. 
1760-80 FIELDS AVE., COLUMBUS, OHIO 


Iustrated are two typical Kinnear Rolling Door in- 
stablations. At left 1: a motor pe aluminum 
door ig on 1%, inches wide by 14 feet 11Y4 inches 
bere taat Uleek Light ieactiod tw on as pleas haste 

leet 1 inc. in an anger. 
Hwitainleine 6 





When Writing please Mention Pustic Utiiries FortNIGHTLY 
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... and that means the end of restricted high 
price coal buying . . . ask any user. Today with 
Stowe Stokers you can buy the coal that repre- 
sents lowest cost per B.t.u. laid down in your 
storage yard ... with entire confidence . . . re- 
gardless of its analysis or burning character- 
istics. 

Stowe Stokers of similar construction are 
burning, at high efficiency, the entire range of 
fuels from 5% Ash Pocahontas slack to the 
high ash low fusing coals found west of the 
Mississippi River. They permit operators to 
change from one coal to another as strikes, 
fires, fluctuating mine prices, and changing 
rail, water and truck rates make one coal or 
another the more advantageous to burn. 

New, modern and characterized by impartial 
observers as the greatest forward step in 


THE JOHNSTON and JENNINGS CO., 977 Addis 














mechanical firing in the last 10 years, Stowe 
Stokers will simplify your operations. . . permit 
the use of a less costly furnace construction... 
reduce by 50% the carbon loss in the ash... 
minimize draft problems and the stratification 
of gases, and provide other efficiencies and 
economies so great that one user reported: 
“The savings I have effected with Stowe 
Stokers are so great I could not afford to use 
other types even if they were given to me free.” 
More complete details and a fully illustrated 
and descriptive catalog will 
be sent on request. Send for 
a copy. It will pay you to 
investigate Stowe Stokers’ 
many exclusive features for 
either new or modernization 
projects in your plant! 


on Rd., Cleveland, Ohio 


See 
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Cooking is amazingly ' 
speedy—there is no waste 


heat. Calrod insures effi- z weS New Smartness 
cient performance, satis- = s—_— é 
fied customers and a _ Styling and 


negligible service cost. Salability 
A. J. LINDEMANN & HOVERSON CO. in the 1938 


Py é Wi i 
Milwaukee, Wisconsin L&H ELECTRIC RANGES 




















For Telephone, Control Bus and All 


, 


OR more than forty years the unequalled de- 

pendability, power and life of the Exide 
Chloride Battery has made it the choice of tele- 
phone, power and railroad companies—not in this 
country alone but throughout the world. 


The Exide Chloride is but one of the great 
family of Exide Batteries that are designed for 
specific purposes. However it is the one battery 
which, by reason of its unusual construction— 
and consequent superior performance—is most 
strongly recommended by us to the utility com- 
panies for stationary service. 


Cc H L @] Ri D E We'll be glad to send you more complete de- | 


tails about this exceptional battery on request, — 
8 A T T E R } E Ss or to help you solve any other battery problem, — 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 


e Stationary Services 
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ow to Save 


Make-up 


and Boost Turbine Hours 





Over half the power generated 

for industry in America comes 

from turbines using Gargoyle 

D.T.E. Oil Light. Socony- 

Vacuum’s experience with over 

9,000 turbines helps find oper- 
ating economies 


Re LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


Socony-Vacuum has “kept cases” on tur- 
bine operation. This experience is made 
available without cost to turbine men. 
Pamphlets prepared on this subject will be 
sent at your request. In addition, see the 
new moviecalled “The InsideStory,” which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


‘*72 Years of Experience Calling’’ 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them tochalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can turn to 
your advantage? 


SOCON Y- VACUUM €3 


OIL COMPANY 


yh OW 


N WADHAM MPANY — GENERAL PETRI 


MAKERS OF MOBILGAS, MOBILOIL, 


INCORPORATED 


N - MAGNOLIA PETR 


EUM 


GARGOYLE INDUSTRIAI 
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77) TAYLOR STOKER UNITS 
TAYLOR STOKERS 
FURNACES (Water-Cooled 
LIL asH HOPPERS 














a —__—, 


ri, | 
Pemcove 715 Vag A 


You can follow the load! 


A significant advantage of the Taylor 
Stoker is its ability to respond promptly 
to sudden changes in steam demand. 
Turn on more air, the steaming rate 
leaps upward, fed from heat stored in 
the thick Taylor fuel bed. In tests at 
one station the steaming rate jumped 
from 25,000 to 260,000 pounds per hour 
in seven minutes. 85,000 to 260,000 
pounds at another—in fifteen minutes. 
Another . . . from zero evaporation to 
seven pounds per square foot per hour 
in two minutes. In one plant 400 to 
1600 boiler horsepower in one minute. 
In one of the world’s largest central sta- 
tions from 100 to 765% rating in four 
minutes! 

















Division: AMERICAN ENGINEERING COMPANY 


Other Product 


PUMPS 


PHILADELPHIA, PENNSYLVANIA 


A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 


AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIAR 
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Makes Savings 


THAT WILL 


Surprise You! 








Comparative cost figures, covering the 
operation of power hammers in develop- 
ment and maintenance work of public 
utilities, often reveal Barco Portable 
Gasoline Hammer savings that are really 
startling. 


No other type of power hammer is so 
low in first cost and operating cost. 
The many ways in which it saves time 
and money on utility operations would 
make a list too long to print here. 
Some of them will only be discovered 
in emergencies by a regular Barco 
user. Year ‘round efficiency. 





BARCO MANUFACTURING CO. 
1803 Winnemac Ave., 
CHICAGO, ILL. 


BARCO,.” inns 
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The International T-40 TracTracTor with this. hole-drillins and pole-setting machine drilis 8 holes, 13 inches 
diameter, 400 feet apart, and sets 8 poles, 12 inches in diameter, per hour. 


Cost-Cutting is the job of 


INTERNATIONAL Industrial Tractor 


INTERNATIONAL HARVESTER builds a complete 
range of power and transportation equipment. 
Crawler tractors, wheel tractors, power units, 
and motor trucks ... all are available under 
the International banner and all have the same 
international Harvester quality built into them 
from end to end. 


An outstanding example of this quality is found 
in International TracTracTors. Year-after-year 
performance on the job has proved the value of 
the many features this organization has brought 
te the crawler-tractor field. International Trac- 
TracTors convert an exceptionally large per- 
centage of their engine power into useful work. 
All vital parts are completely protected against 


entrance of abrasives and water. St 
clutches, operating on high-speed shafts, perm 
"finger-tip" control that gives extra quic 
response and extra ease of operation. Steeri 
clutches and brakes are so readily accessit 
that they can be inspected, adjusted, or 
placed in a minimum of time. 


Such things as these are refiected in the ¢ 
sheets—they make possible the economy 
operation and maintenance for which | 
tional Industrial Tractors are famous. T 
TracTors are available in five models (gasoli 
and Diesel), and there are five wheel tra 
(gasoline and Diesel). Ask the nearby | 
tional dealer or Company-owned branch 
complete details. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


180 North Michigan Avenue 


Chicago, Illinois 


INTERNATIONAL HARVESTER 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 












| 31, 19gMMarch 31, 1938 Public Utilities Fortnightly 31 





The Department of Heavier loads. 
Wal Interior Building 
Washington, D. C. 
The Archives 
of the United 
Sta 


Washington, 
D.C. 


op 


4CRESCENT’S 


ability to paroduce the highest grade 
INSULATED WIRE AND CABLE 











CRESCENT Wire & Cable installed in this CONTROL CABLE 
group of buildings is insulated with CRES- DROP CABLE 
CENT ENDURITE Rubber Compound, a LEAD COVERED CABLE 
superaging insulation, which due to its su- MAGNET WIRE 
perior heat resisting and high dielectric char- PARKWAY CABLE 
acteristics, far exceeds Federal Specifications RUBBER POWER CABLE 

) JC-106. If your job requires conductors that SERVICE ENTRANCE 

Treel must meet abnormal temperature and aging CABLE 

TE ccaditions . , SIGNAL CABLE 

4 ,» get complete information on VARNISHED CAMBRIC 
CRESCENT ENDURITE from the nearest CABLE 

h CRESCENT representative. WEATHERPROOF WIRE 











All types of Building Wire and all 
kinds of Special Cables to meet 
A.S.T.M., A.R.A., LP.C.E.A., and all 
Railroad, Government and Utility 
Companies’ Specifications. 
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RILEY PULVERIZER 


in Central Station 


Plant after plant in the Public Utility industry has swung to 
Pulverizers . . . definitely establishing Riley as one of the leac 





A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Orde 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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in making Strand 


And there’s plenty of “know how” back of 
Bethlehem Strand—the accumulated experience 
of half a century of strand manufacture by 
Williamsport Wire Rope Company, recently ac- 
quired by Bethlehem. 

Take ground wire as an example. High-strength 
steel, possibly, may be specified. And 7-wire 
strand, double galvanized. Even with standard 
specifications covering these three points, Beth- 
lehem (formerly Williamsport) Ground-Wire 
Strand has won high favor among utilities and 
transmission-line construction men. 

“Know how” has enabled Bethlehem to improve 
wire joints, for instance. Often such joints are so 
brittle as to snap as the strand is being strung. 
Bethlehem uses a time-controlled, low-tempera- 


ture type of welding that produces an amply 
strong joint and at the same time hardly affects 
the cold-drawn wire on either side. Gone are the 
sharp changes in steel composition caused by 
sudden flashing and cooling—and gone are the 
weakness and brittleness so often found in wire 
joints. 

A small point, perhaps. Yet wire joints are the 
most vulnerable points when stringing ground 
wire. With Bethlehem Strand, these joints are 
no longer a problem. 

Whether it’s ground wire, messenger strand, or 
Form-set (preformed) guy wire; whether it’s 
galvanized or bethanized (electrically coated), 
you’ll find this “know how” invariably present 
in Bethlehem Strand. 


BETHLEHEM STEEL COMPANY 
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GOOD 
INSULATORS 


[Vv] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 





Our product is produced by men 
of the greatest experience to be 
found in the industry. 


Victor made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. ¥. 


fr. Full Size Professional J 


SUE 
WELDER 


—only $39.25 with 
Accessories! Not a toy, but a 
big. 100-pound man-sized ma- 
chine that welds all weldable 
metals and alloys with amasz- 
ing efficiency, everything from 
cast iron parts to be sheet 
metal. A sturdy, welded-steel- 
construction machine, yet 
easily portable on casters. 


WORKS FROM 110-VOLT SOCKET 
Simply plug into any 110 or 220 volt A.C. electric 
socket. Economica: sts only a few pennies an 
hour to use. Often pays for itself or first or 
second job. Can be carried right te outside 
in auto truck or side car. as complete heat 
controls. Anyone can use easily. Instructions for 
doing all kinds of welding jobs included. 


Amesing Detalis FREE! 
Send no money! rite today for tpocinsting 
facts about this new Aladdin ARC WELDE 

with De Luxe Accessories. Aladdin is the ideal 
welder for Public Utility service, maintenance 
d construction work—a high) efficient machine 
ARANTEED TO MEET A CLAIMS, at a 
ion of the price asked for others—at a sav- 
ing that may amount to several hundred dollars! 
Send today for full details. You are not obligated. 

COMMONWEALTH MFG. CORP. 
4208 Davis Lane Dept. U-70 Cincinnati, Ohle 
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USE Rel E cenreauzen SERVICE 


Use R.& I.E. centralized Service for the 
whole job — complete substation desig 
and equipment. There is a big advantage 
in putting the entire problem under o 
responsibility. 


In R. & I. E., the Public Utilities 


found engineering ability to cope W 


every outdoor and indoor switching pr 
lem. Here are complete design and mam 


facturing facilities under one roof. 


From the layout to the lines, R. & Lf 
offers the benefit of twenty-five years e 


perience, 


> 
RAILWAYa INDUSTRIAL 
ENGINEERING CO. 
GREENSBURG, PA 


Sales offices in principal citses 
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America rightfully looks to its basic industries for 
renewal of prosperity. Its colossal utilities are 
employing thousands of GMC irucks in the con- 
struction of giant power dams and in weaving a 
network of wire and pipe lines that project electrical 
and gas services even to the remofest outposts. 
_ Typical is the latest GMC innovation, the new 5-man 
line service cab, designed for the safety, comfort 
and efficiency of a vast army of utility workers! — 
| Time payments through our own Y..M, A. C. Plan at lowest available rotes 


GENERAL MOTORS 
TRUCKS € TRAILERS 


MOTORS TRUCK & COACH * DIVISION OF YELLOW TRUCK 
BACH MANUFACTURING COMPANY * PONTIAC, MICHIGAN | 


ee: Ride ae eee OME eS. 
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LEVER .. . these nation-savers who 
set up the “straw man”! 

They know human nature. It’s an old 
story . . . building a “straw man,” 
labeling it “Business,” using it as a 
whipping boy . . . clever, even if it 
isn’t new. Some of the people fall for 
it all of the time. 


But why a “straw man” now? 


The answer is simple. There’s a “‘reces- 
sion” to explain. Things have “gone 
wrong,” so the best defense right now 
is attack. An attack needs a target—and 
good old “Business” is nominated 
again. 

The technique is easy. Single out an ex- 
ample, but don’t use names. Just say... 
“See, here is a man. He is a bad man. 
He is also a businessman. Therefore 
businessmen are bad.” 


So easy to set up a “straw man”... so 
satisfying to crack him down! . . . over 
and over again! . . . the old trick with a 
new dateline! 


Easy—but business—real business—a// 
business suffers—the innocent many for 


the blamable few. And suppose all these 
bludgeonings, regulations, taxes do 
succeed in putting the K.O. on busi- 
ness. Who wins? 

When businessmen cannot see what's 
ahead for them, when confidence crum- 
bles and the public is slow to sow its 
dollars in the market place, when the 
chances for a fair and reasonable har- 
vest are shadow-slim—pounding the 
“straw man” won't help. 

So don’t be fooled. Hurting business- 
men hurts business. And what hurts 
business hurts you. 


If you are interested in a special pamphlet on 


this subject, write NATION’S BUSINESS 


No obligation, 





This advertisement is published by 


NATION’S BUSINE 


—a magazine devoted to interpreting business to 
and bringing about a better understanding of the int 
cate relations of government and business. The . 
published here are indicative of its spirit and con 
Write for sample copy to NATION’S BUS 
WASHINGTON, D. C. 
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CONNELLY REGULATORS 


For Dependable Operation 
in Exacting Applications 


DISTRICT—LC 


Positive functioning and minimum 
servicing. Wide range settings by ad- 
justable linkages, connecting dia- 
phragm and valve stem . . < resulting 
in greatly increased flexibility of valve 
movement. 


CONNELLY 


CHICAGO, ILL. 


New England Representative: 


Public Utilities Fortnightly 


SERVICE Style GV 


Simple design and rugged in con- 
struction with only two moving parts, 
insuring economy in maintenance and 
efficiency in service. Single unit dou- 
ble guided valve makes for positive 
seating. Two types: weight and spring 
loaded. 


T. H. Piser, Wellesley Hills, Mass. 


APPLIANCE 


Type DCS Regulator, spring loaded as 
illustrated. Also made in weight 
loaded type. Compact, simple and 
rugged with easily accessible parts. 
Specially designed for accurate control. 
Made in all standard sizes. 


IRON SPONGE AND 
GOVERNOR COMPANY 


ELIZABETH, N. J. 











Black & Decker 


PORTABLE 
TOWSON, MARYLAND 


ELECTRIC 


yOqQoits 
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Hole Dug and Post Set 


Over a period of six weeks, 
this Cletrac with post hole 
auger, set poles at a cost of 
44 cents each. 


On another installation, the 
average cost was 23 cents. 


By hand, the average cost is 
$3.00. 


Cletracs are built to cut 
costs ... to handle a wide 
variety of equipment that en- 
ables fewer men to do more 
work and do it better, easier, 
more profitably. 


Ideally fitted to public utility 
work because of ease of handling, 
sturdiness of construction, and 
simplicity of maintenance, the 
Cletrac warrants thorough inves- 


tigation. See your distribute 
Among the fifteen models fre 
22 to 94 horsepower, there is 
right size for every job. Ei 
gasoline, tractor fuel, or Dies 
powered. 


THE CLEVELAND TRACTOR COMPANY + CLEVELAND, OH 


Cletrac 


Crawler Tractors 


The only tractors with controlled differential steering that keeps both trac 
pulling at all times ... on the turn as well as on the straights 
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TRADE MARK 


Blow. Torches 


noted for their scientific design, rugged 
construction and low fuel consumption. 
They will operate efficiently in an in- 
verted position and at any angle and are 
manufactured from the highest grade of 
materials by experienced workmen. 








Every Dreadnaught is service-tested be- 


fore shipment, warranted to give satis- P, WA LL MM F G 7 U . p LY C 0 . 


faction and guaranteed against defects. PITTSBURGH PA 
a . 








ducating Consumers to the Use of 
as Pressure Regulators 


ASTE in gas may build loads—it surely does not 
build customer satisfaction. In the long run, gas 
onomy leads to a wider use of gas fuel. Most progres- 
e Gas Companies recognize the wisdom of recom- 
nding reliable Pressure Regulators, either on the 
te or the appliance. In this way they reduce com- 
ints and service calls and increase operating safety. 
Built to Barber standards of precision, our regulators 
t carefully inspected and gas-tested for operation 
thin a range of 3/10 pressure drop. Attractive, com- 
t design is fully in keeping with the modern styling 
today’s heating equipment. All bronze body, brass 
irking parts, superior workmanship throughout. Sizes Made In %", %", %", 4". 
"to 1%,” tested and certified by A. G. A. Testing 1”, 1%", 1%", and 2” slaes. 
boratory. For permanent satisfaction, be sure the 
liances you sponsor are equipped with genuine ® 


ber Regulators. Write for complete Catalog 37, 
prices and discounts on the 


i entire Barber line of Burners 
IAARBER Ger Gas BURNERS ot tersen 
BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 
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Rigid quality stand- 
ards and over 60 
years of experience 
combine to make 
American-Marsh 


Pumps a long-time, 


profitable invest- 





ment. 


No matter what your pumping 
problem, American-Marsh Engi- 
neers can help you get results 
with utmost economy. Write us 
for Bulletins. 

















Centrifugal, Turbine, Steam, and Power +s 
BATTLE CREEK .... MICHIGAN 
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ALARY... 


how to induce 
arush of ideas 
to the head 


As many harassed executives realize, it is 
en possible to be so busy doing things that 
thing gets done. There's no time for think- 
g through knotty problems; no vitality left 
constructive planning. 


A Dictograph Intercommunicating System 
ips you correct this condition. It permits 
w to sit relaxed in your office and speak in- 
nly to any associate or employee. With 
flip of a key you establish instant contact 
d converse in a low tone of voice without 
n leaning over to talk or hear. No dialing, 
bwaiting while the line is busy, no annoying 
ll backs,” or “listening in" by the tele- 
operators. 


And because most of these advantages are 


also available to your personnel for conversa- 
tions among themselves, their days are also 
accelerated, “office visiting” is eliminated, 
more work gets done. And remember—Dicto- 
graph leaves your switchboard free to handle 
important outside calls. 


In short, a Dictograph System engineered 
especially for your needs, will put your whole 
organization on your desk inside a "magic 
box." You should investigate anything that 
can so effectively ease and shorten your day— 
and thus permit you to earn and increase that 
plus income of yours. And if this be selfishness 
it is enlightened selfishness—the kind that op- 
erates for the good of all. Write today for 
further information. 


Designed especially for public utility companies is Dictograph’s 
Public Utility System. Although each installation is individu- 
ally engineered, all such systems permit a special Customer 
Contact Clerk to take care of all contacts with customers— 
service applications, adjustments, complaints, etc. The Dicto- 
graph on his desk puts him in immediate contact with any 
wanted reference source, cuts the time spent on individual 
transactions and creates a favorable impression on the custom- 
ers. Let us explain the many advantages of this system. 


\ 
DICTOGRAPH PRODUCTS CO., INC. 


| 580 Fifth Avenue NEW YORK, N. Y. 

Offices in All Principal Cities Throughout the World 
NUFACTURERS oF PRECISION EQUIPMENT 
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ELLIOT 
CONDENSERS 
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tallation PY 
engineers SP° 
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ELLIOTT Products include 


§ 
, 


ENGINEERED 
TO THE JOB isis mi. 


18,200 sq. ft. surface condense 
built to serve a new 20,000 
turbine in the Mad River Station « 
the Ohio Edison Company « 
Springfield, Ohio. The shell is a 
welded steel plate constructio 
with cast iron water boxes. Goo 
solid engineering design plus hig 
grade workmanship, guarante 
most successful operation. 


ELLIOTT COMPAN 


Heat Transfer Department 


JEANNETTE, PA. 
District Offices in Principal Cities 
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{ Edison Electric Institute, Sales Committee, concludes meeting, Chicago, Iil., 1938. of 





& APRIL 2 





I New Jersey Motor Bus Association begins session, Atlantic City, N. J., 1938. 





{ Nebraska Telephone Association will hold meeting, Omaha, Neb., April 19, 20, 1938. 





{ American Water Works Association will convene for annual session, New Orleans, La., 
April 24-28, 1938. 





{ Missouri Telephone Association opens convention, Kansas City, Mo., 1938. 





TAaetee Water Works Association, Illinois Section, begins convention, Decatur, Iil., 





it > ty tena of Public Utilities will hold convention, St. Louis, Mo., April 





{ Michigan Engineering Society starts meeting, Grand Rapids, Mich., 1938. 
{ Pacific Coast Gas Asso. opens spring tech. conf., Los Angeles, Calif., 1938. 


¥ Begwectnniest Society will convene for spring meeting, Savannah, Ga., April 27-30, 








Led Mere Utilities Association will convene for annual meeting, Baltimore, Md., 





{ The Chamber of Commerce of the U. S. will hold 26th annual meeting, Washington, 
D. C., May 2-5, 1938. 





{ Midwest Gas Association opens 33rd annual convention, St. Paul, Minn., 1938. 





{Iowa Independent Telephone Association starts meeting, Des Moines, Iowa, 1938. 











Midwest Power Conference o, session, Chicago, Ill., 1938. 
Petroleum Industry Electrical Asso. opens convention, Houston, Tex., 1938. 
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From a painting by Niles Spencer Dorr News Service, New York 


In the Steel Country 








Public 
Utilities 


FORTNIGHTLY 


Vor. XXI; No. 7 


Marcu 31, 1938 


Waste in Ill-considered 


Federal Public Works Projects 


Part I: Navigation on the Missouri 


Expenditures of taxpayers’ money for the benefit of inland navigation should 

be examined with great care because the taxpayers’ cost should be added 

to the cost to the shipper in order to determine the real cost of this form of 

transportation. The author’s discussion of the enormous Missouri river 

navigation costs should be of value to all persons interested in public works 
expenditures from the standpoint of economics. 


By HENRY EARLE RIGGS 


N considering and discussing the 
major construction projects of the 
present Federal administration we 

must not overlook one of the largest 
and apparently most useless of the lot. 
There have been a good many refer- 
tices to Fort Peck dam in Montana, 
and occasional articles descriptive of 
im ‘his great structure, but not one, so far 
asthe writer is aware, which makes it 
plain that the dam itself is only a part 
ofone of the most costly undertakings 
of the period. 

This article is an attempt to present 
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facts and figures which ought to be 
generally known and to present them 
without political bias; just facts, with 
information as to where they can be 
verified by government documents, 
and, at the close of the presentation, a 
few comments on some of the economic 
aspects of the project. 

Prior to the building of railroads the 
principal arteries of commerce in the 
interior of the United States were the 
Mississippi river and its tributaries, the 
principal one of which was the Ohio. 

The Missouri was used by the early 
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explorers, trappers, and fur traders 
over practically its entire length. The 
Lewis and Clark expedition of 1804 is 
an example of this. In 1822 Ashley 
equipped two boats at St. Louis to go 
up the river to the mouth of the Yel- 
lowstone. The river was navigated by 
steamboats long before the building of 
railroads, and such old cities as St. 
Charles, Hermann, Boonville, and 
Jefferson City in Missouri still show 
evidences of having been prominent 
river towns long before the days of 
railroads. 


HE writer’s parents went to Kan- 

sas in 1862, going by steamboat 
from Cincinnati to St. Joseph, and tak- 
ing a stage from there to the West. One 
of his uncles was in the employ of the 
old Coulson line, and made frequent 
trips on the river to Sioux City and 
Yankton, and occasionally to Fort 
Benton, Montana, with army supplies. 
The writer vividly recalls a letter, writ- 
ten in 1871 or 1872, to his mother, de- 
scribing a trip to Fort Benton on which 
the boat was attacked by the Indians. 
In the summers of 1882 and 1884 the 
writer made trips with his uncle on the 
steamboat Montana between St. Louis 
and St. Joseph. The company owned 
the steamers Montana, Dakota, and 
Wyoming, all of which were running 
on the Missouri, with numerous land- 
ings and a fairly regular schedule. As 
he recalls these trips there were a fair 
number of passengers and a consider- 
able movement of railroad ties, wheat, 
and other farm products. 

No record of the tonnage moved in 
these early years is available to the 
writer, but it must have been consider- 
able, and up to the late 1870’s the river 
traffic was of major importance to the 
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territory adjacent to and west of the 
Missouri. 


ere were made by Con- 
gress for work on the Osage river, 
a tributary, as early as 1871. Specific 
appropriations for work near St. 
Joseph and Nebraska City were made 
in 1876, and for work between Kansas 
City and the mouth of the river in 
1878. 

The original plan for a comprehen- 
sive improvement of the river from its 
mouth to Fort Benton, Montana, was 
approved in the River and Harbor Act 
of 1882. 

These early appropriations. were 
made during a time when there was 
actual commercial traffic of appreciable 
volume on the river. The years from 
1878 to 1888 were the years of greatest 
railroad building activity in the United 
States, during which the district be- 
tween the Mississippi river and the 
Rocky mountains was completely 
covered by a network of main and 
branch lines. By 1890 navigation on 
the Missouri had practically ceased, yet 
Congress continued to appropriate 
money for river improvement and 
maintenance under succeeding Repub- 
lican administrations. These expendi- 
tures were loudly condemned by Demo- 
crats, among whom the writer’s father 
was one of the most vocal, as wholly 
unjustified “pork barrel legislation.” 

The annual reports of the Chief of 
Engineers of the U. S. Army show 
that, up to June 30, 1933, $83,444,000 
of capital cost and $10,603,000 for 
maintenance, or a total of more than 
$94,000,000 was spent on the improve- 
ment of the Missouri river for naviga- 
tion. 

The Republican party is clearly to 
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blame for the establishment of the prec- 
edent of spending millions of dollars 
for navigation on a river which had no 
water-borne traffic, a precedent which 
was followed by each succeeding Con- 
gress to the present administration. 


"ie os January 21, 1927, six years be- 
fore the present administration 
came into power, the Congress ordered 
the Corps of Engineers of the Army 
to make surveys of various major 
rivers to determine the possibility of 
development and improvement of navi- 
gation, flood control, irrigation, and 
power, and to report plans for the most 
desirable development. 

The final report of the Chief of 
Engineers on the Missouri River Sur- 
vey is dated at Washington, Septem- 
ber 30, 1933. It is a 1,245-page printed 
report with many supplements, maps, 
and tables which are not printed. In 
the printed volume are reports of the 
District Engineer, dated September 30, 
1932; of the Division Engineer of the 
Upper Mississippi valley, dated March 
3, 1933 ; of the Mississippi River Com- 
mission, dated June 1, 1933, and of the 
Board of Rivers and Harbors of the 
U.S. Army, dated August 1, 1933. It 
thus appears that the 5-year study of 
the District Engineer was subjected to 
a full year of study and analysis by 
four senior officers and boards before 
it came to the Chief of Engineers. 


The report of the District Engineer 
is an elaborate and exhaustive study of 
existing and potential navigation, flood 
control, irrigation, and power proj- 
ects, and a great volume of data as to 
bank erosion, flood and flood damages, 
hydraulic data affecting both naviga- 
tion and power, and of all other data 
needed by engineers to determine the 
feasibility of the plans proposed. 

The document which includes all of 
these reports was printed as House 
Document No. 238, 73rd Cong. 2nd 
Sess. 


e Be ESE reports discuss several reser- 
voirs for flood control and naviga- 
tion, among them two possible develop- 
ments at Fort Peck, Montana, one with 
capacity to insure a flow of 21,500 
cubic feet per second at Yankton, S. D., 
another larger one which would insure 
a flow of 30,000 cubic feet per second, 
and a depth for navigation of 8 to 9 
feet for 98 per cent of the navigation 
season. Inasmuch as the consensus of 
opinion of all the engineers was that 
the larger reservoir was the desirable 
one to build, and as it is now nearing 
completion, no other plan will be re- 
ferred to. 

There appears to be complete agree- 
ment that, while irrigation projects in 
the Missouri valley are feasible, there 
is none at present practicable in con- 
nection with the Fort Peck reservoir, 


ture, Fort Peck dam appears as part of the program of 


q “WITH irrigation, power, and flood control out of the pic- 


navigation improvement on the Missouri river. It is so con- 
sidered by all of the engineers and the sole reason for the 
adoption of the high dam and large reservoir was to get 
greater depth and a better volume in the navigable channel 
in dry weather periods.” 
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although irrigation may be a future by- 
product of this project. 

The Mississippi River Commission 
says “the comprehensive development 
of water power in the Missouri river 
basin does not appear to be economical- 
ly practicable at the present time as 
there is no power market that could ab- 
sorb the additional output.” This state- 
ment is in line with the views expressed 
in the other reports. 


HIS commission states that flood 

heights on the Mississippi at 
Cairo would be reduced from one-tenth 
of a foot to 2 feet if the system of res- 
ervoirs discussed in the reports were 
built, and adds, “However, the cost of 
these reductions would be relatively 
very high.” 

With irrigation, power, and flood 
control out of the picture, Fort Peck 
dam appears as part of the program of 
navigation improvement on the Mis- 
souri river. It is so considered by all of 
the engineers and the sole reason for 
the adoption of the high dam and large 
reservoir was to get greater depth and 
a better volume in the navigable chan- 
nel in dry weather periods. 

The Mississippi River Commission 
says of the navigation feature of the 
project: 

The needs of present and prospective nav- 
igation appear to be sufficiently provided for 
under the existing projects. However, it 
appears that to achieve the results originally 
hoped for under existing projects an in- 
crease in low-water flow is required. This 
might be obtained by construction of one or 
more reservoirs but the cost appears not to 
be warranted by existing or prospective 
commerce. House Doc. 238, p. 50. (Italics 
supplied. ) 

The Division Engineer in discussing 
navigation says: 


The great inland territory which hopes to 
be served by an improved Missouri river 


needs economic adjustments which will give 
a better balance between agriculture and 
manufacturing . .. It is not at all certain that 
the best way of attaining this better balance 
is by improving the Missouri river. An in- 
adequate channel will do little if any good. 
An adequate and dependable channel 1s es- 
sential if real benefits are to result. 

I am not at all certain that the needed 
adequacy and dependability of channel can 
be assured at the costs estimated or that the 
unfavorable terminals can be overcome and, 
in view of the very small margin of savings 
under the most favorable assumptions, 
which include no interest on money ex- 
pended by the Federal government, I am 
unable to convince myself that the under- 
taking is sound. House Doc. 238, pp. 47, 48, 
(Italics supplied.) 


HE Board of Engineers of Rivers 
and Harbors says in its discussion 
of navigation: 


While there is undoubtedly a large po- 
tential commerce available to the river, the 
board feels that the estimates of prospec- 
tive tonnage and savings as presented by 
local interests and the District Engineer are 
unduly optimistic, and is not convinced that 
commerce will develop and savings in trans- 
portation costs be realized to an extent suf- 
ficient to justify such sums. ($121,000,000 
for Fort Peck dam and completion of pres- 
ent project from Sioux City only to the 
mouth of the river.) Jt therefore concurs in 
the views of the Division Engineer as to lack 
of justification, from the standpoint of bene- 
fits of water-borne commerce, for the con- 
struction of the larger Fort Peck reservoir, 
and is unable to recommend it at the present 
time. House Doc. 238, p. 19. (Italics sup- 
plied.) 


The Chief of Engineers, on Septem- 
ber 30, 1933, made the following 
recommendation : 


I further recommend that the project for 
navigation on the main stem as heretofore 
authorized, namely, from the mouth to 
Sioux City, Iowa, be vigorously pressed to 
completion, and that, in addition, the reser- 
voir at Fort Peck be built to the maximum 
possible capacity, and be operated primarily 
for navigation, with such arrangement for 
future installation of power as will permit 
the maximum production of hydroelectric 
power consistent with the primary demands 
of navigation; and for these purposes an 
authorized expenditure of $145,000,000 be 
authorized, together with the maintenance 
that may be found necessary. This is in ac- 
cord with the general policy heretofore in- 
dicated by the Federal government, and is 
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Underestimation of Actual Costs 


66 ANY project which extends over a construction 

period of many months or years ought, if it 
is to report the true cost to the owner, in this case the 
taxpayers of America, to include all of the cost of in- 
terest paid on money used during the period of con- 


struction . . 


. When it is not done on these great Fed- 


eral projects, the actual cost of them is understated by 
from 5 or 6 per cent up to as much as 15 or 20 per cent.” 





calculated to promote the prosperity of the 

Mississippi valley, as well as the country at 

large. House Doc. 238, p. 19. (Italics sup- 

plied.) 

HIS report was dated only twenty- 

four days before the Public 
Works Administration authorized the 
building of Fort Peck dam. It is 
hard to understand why this report of 
September, 1933, is so radically differ- 
ent from the report of the Chief of 
Engineers on the Columbia river, 
dated March 29, 1932, in which he 
says that Federal projects for irriga- 
tion (Grand Coulee) shall be prepared 
by the Secretary of the Interior “when 
their preparation is authorized by di- 
rection of law,” and in which he clearly 
recommends that power projects shall 
be made “on application of local gov- 
ernmental authority or private interest 
under restriction of the Federal Water 
Power Act.” 

One cannot but wonder what pres- 
sure was brought which caused him to 
accept the responsibility of recom- 
mending the expenditure of $145,000,- 
000 in the face of the adverse recom- 
mendation of other engineers. One 
must remember that on the date this 
report was signed emergency agencies 
in Washington were looking for proj- 
ects on which work was to be started 
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at once. It is most unfortunate that 


this recommendation was made, and 
that the estimate in it was the lowest 
figure of all that were before him. 


Bes Chief of Engineers says on 
page 5: 

There is practically no commercial traffic 
on the Missouri river at present except that 
incident to sand and gravel dredging and 
to ferry operation. The reported commerce 
in 1929 between the mouth and Kansas City 
was 1,160,000 tons and between Kansas City 
and Sioux City was 209,000 tons, all of this 
but 1,300 tons consisted of construction ma- 
terials moved by river contractors, The 
river is ordinarily closed by ice at Sioux 
City from November 15th to March 15th, 
and at Kansas City from December Ist to 
March Ist. 


The Division Engineer, who had a 
background of experience of over a 
quarter of a century on navigation 
works on the Mississippi and its tribu- 
taries, said on page 44: 

I believe it to be certain that navigation 
on the Missouri will be of only small and 
purely local benefit unless it can move the 
bulk commodities of the West to market 
by combined truck and river or rail and 
river haul at a cost less than methods now 
in vogue. 

On page 46 he gives the total esti- 
mated commerce available for traffic 


on the Missouri river as follows: 


Annual gross savings, 100% move- 


ment 10,251,750 tons $14,600,000 
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Missouri River 

Work Dam 

Capital expenditures and plant equipment $46,108,983 
934,728 568,506 


35,200,000 
$101,243,711 


7 


Appropriated balance on hand 
Amount estimated required to be appro- 
priated to complete 


Total capital cost (est.) 


Annual Federal cost (exclusive of 
interest and amortization) 

Maintenance of chan- 
nel, dredging 

Maintenance of stabi- 
lization works .... 

Operation and mainte- 
nance, Fort Peck .. 

Net savings (exclusive 
of interest and amor- 
tization) 


3,000,000 
946,000 7,176,000 


$7,424,000 


He then proceeds to say: 


The assumption that the entire available 
tonnage would be attracted to the river is 
very optimistic ... Experience at important 
distribution centers located on our water- 
ways, already improved and used for some- 
time, indicates conclusively that movement 
by water of 100 per cent of traffic available 
for water haul is not to be expected... A 
study of traffic movement on the Mononga- 
hela river for 1928 shows the density of 
water haul at the point of greatest concen- 
tration as 30 per cent of the total traffic along 
the same section. A liberal assumption of 
potential trafic on Missouri river would be 
30 per cent of available tonnage. 


Unfortunately he did not submit any 
figures on this assumption, but making 
the computation we have the following 
revised estimate : 


Annual gross saving 30'% of total $4,600,000 
Annual Federal cost 7,176,000 
Annual Deficit, disregarding int. $2,576,000 


eer discussing this estimate any 
further it is necessary to examine 
the estimates of cost in this report of 
1933 and compare them with later fig- 
ures derived from the Chief of Engi- 
neers’ report for 1936. On page 9 of 
House Document 238, the Chief of 
Engineers gives the first estimate of 
the District Engineer for the Fort Peck 
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Fort Peck 
$56,812,494 
32 


19,219,000 
$108,600,000 


dam as $84,200,000, stabilization work 
below Sioux City as $85,000,000, mak. 
ing a total of $169,200,000 for the 
recommended work. On page 11 he 
says that since the original report was 
submitted the District Engineer had 
revised his estimate of the cost of Fort 
Peck dam to $59,950,000 for construc- 
tion cost only, and $72,070,000 includ- 
ing capitalized cost of operation and 
maintenance. It is very obvious that 
the recommended figure of $145,000, 
000 of the Chief of Engineers is made 
up of $60,000,000 for the dam and 
$85,000,000 for the _ stabilization 
works. The Division Engineer does 
not refer to the revised estimate and 
discusses only the $169,200,000 figure, 
with the comment that he is not at all 
certain that the needed adequacy of 
channel can be assured at the costs 
estimated. 


A analysis of the Chief of Engi- 
neers’ report for the year ending 
June 30, 1936, shows that the total ex- 
penditures since June 30, 1933, balance 
of appropriation on hand, and esti- 
mated requirement to complete are as 
outlined in the above table. 

This is an excess over the Chief of 
Engineers’ estimate of 81 per cent on 
Fort Peck dam, 19 per cent on the 
work on the river, or 44.7 per cent on 
the whole project. 

When the $83,443,960 shown by the 
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report of 1933 to have been the con- 
struction cost on the river up to June 
30, 1933, is added to the total capital 
cost above shown, we find that this 
Missouri river navigation project will 
show a total capital cost of $293,787,- 
671, in addition to which $14,117,699 
has been spent on maintenance, or a 
grand total expenditure for navigation 


on the Missouri of $307,405,000. 


[' the judgment of the Division Engi- 
neer is sound and if 30 per cent of 
the gross savings on cost of transporta- 
tion on 10,251,750 tons of freight can 
be secured some day, there must be 
added to the annual deficit of the 
United States not only the $2,756,000 
annual operating loss computed above, 
but also the annual cost of interest and 
sinking fund to retire the bonds which 
represent the capital cost. 

Certainly every dollar that this proj- 
ect has cost is a dollar added to the pub- 
lic debt of the United States. And ac- 
cording to all sound rules of account- 
ing the project should be charged with 
its proportionate share of debt service 
in determining the cost of its operation. 

If the moderate figure of 33 per cent 
be accepted as the cost of interest and 
amortization of the total cost of the 
project, or $293,387,000, the annual 
fixed charges amount to $11,000,000 
which must be added to the $2,500,000 
deficit, or a grand total of $13,500,000 
a year, which is the subsidy to trans- 
portation by water. 

This is the cost to future taxpayers 


Total tons moved 
Net income (loss) 
Gross revenue per ton 


Year end. June 


of the United States for years to come, 
assuming that transportation by water 
is an actual development of the project. 


I’ the Division Engineer’s report he 
made the suggestion that before 
building Fort Peck dam and expanding 
the present project, the government 
make an experiment by extending op- 
eration of the Federal Barge lines to 
the Missouri river and demonstrate the 
feasibility of river commerce. 

In 1934 this was done, and the Mis- 
souri division of the Barge lines estab- 
lished. 

The results of the annual reports of 
the Barge lines are shown in table 
below. 

These figures do not take into ac- 
count any interest on floating equip- 
ment or terminals and no taxes were 
paid. They indicate that navigation on 
this river will not support itself and re- 
lieve the taxpayers from any appre- 
ciable part of the burden of fixed 
charges and maintenance in the life- 
time of anyone now living. 


N°? one can question the perfect 
propriety of the Federal policy 
of providing safe and adequate facili- 
ties for navigation on waterways that 
are in use, or for extending that use by 
the development of new harbors or new 
transportation agencies as need for 
them develops. 

The Ohio river has been an impor- 
tant waterway over the life of the na- 
tion. It now carries an annual traffic 


Year end. June 
30, 1936 


$21 808 (red) 
$2.39 
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30, 1935 


24,866 
$19,128 (red) 
$1.85 
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of 20,000,000 tons or more a year on 
an average. It has been improved by a 
series of slack water dams, some fifty 
of them. The complete cost of work on 
the Ohio river down to June 30, 1936, 
including cost, maintenance and opera- 
tion of dams, open river work, dredg- 
ing, and operation of snag boats—total 
cost of work for navigation on the 
river—amounted to $197,823,000, in- 
cluding balance of appropriated funds 
on hand. 

The Missouri river work in three 
years has cost $112,000,000 more than 
the total of all navigation costs on the 
Ohio over the life of the nation. 


eo Great Lakes constitute the na- 
tion’s greatest interior waterway. 
In 1935 gross traffic of all ports is re- 
ported as 185,000,000 tons. The total 
cost of all capital and maintenance ex- 
penditures on the Great Lakes between 
1824 and 1936, one hundred and 
twelve years, including all work on har- 
bors, connecting rivers and canals such 
as the Detroit river, St. Marys river, 
and Soo Locks, and all entering rivers 
with harbors on them such as the 
Maumee river and Toledo harbor, cost 
$248,277,000 or $59,000,000 less than 
similar costs on the Missouri river. 

The Missouri river project is now 
closely approaching the $340,000,000 
cost of the Panama canal, a project that 
was discussed by the Congress for 
years before the final adoption of the 
lock canal. It is considerably more than 
half of the total cost to date of the 
$532,000,000 cost of all navigation and 
flood control construction and mainte- 
nance on the Mississippi river from the 
Ohio river to the Gulf. 

These comparative figures are given 
merely to show the magnitude of the 
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expenditures on the Missouri, with no 
navigation at all, and no flood control 
work, when measured by projects 
which are not open to the criticism of 
uselessness. 


HERE are certain very definite con- 

clusions to be drawn from the 
Missouri river project, but there is one 
question regarding this and all other 
Federal government work the answer 
to which is not disclosed by the total 
figures of cost reported by the Army 
Engineers. Do these figures of new 
construction include the cost of interest 
during construction? 

The writer is inclined to think that 
they do not. The more recent estimates 
of cost of proposed construction cer- 
tainly do not include it. 

Any project which extends over a 
construction period of many months 
or years ought, if it is to report the 
true cost to the owner, in this case the 
taxpayers of America, to include all of 
the cost of interest paid on money used 
during the period of construction. That 
sound principle is recognized by the 
courts. It has been used and applied by 
the Interstate Commerce Commission 
in all of its valuation work. When it is 
not done on these great Federal proj- 
ects, the actual cost of them is under- 
stated by from 5 or 6 per cent up toas 
much as 15 or 20 per cent. 


HE Congress in 1927, when it or- 

dered the surveys of the river 
systems, and the preparation of gen- 
eral plans for the improvement of navi- 
gation, flood control, irrigation, and 
power, did a wise thing. It was truly 
a long time planning in the best sense. 
These reports and plans were, however, 
only preliminary studies on which 
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Blame for Navigation Waste 


VW HEN this [Missouri River] expenditure is looked into in years 
to come and we are looking for some place to put the blame, 
let it be remembered that the Engineers merely carried out the orders 
given them, and that the Congress of the United States did not give 
those orders. We must look for some irresponsible New Dealers, sitting 
as members of a temporary agency, now forgotten, who were im the 
autumn of 1933 desperately looking for places to spend money. They 
surely found a good one here.” 





should be based much more elaborate 
explorations, surveys, and plans before 
the actual authorization and com- 
mencement of construction. 

This is abundantly proven by the 
high cost of contingencies as indicated 
for two projects now nearing comple- 
tion. The Chief of Engineers’ estimate 
as given in the so-called “308 Reports” 
of the Survey ordered in 1927 and 
completed in 1932 or 1933, and those 
in the annual report of the Chief of 
Engineers for 1936 are widely at 
variance. (See Table, Page 396. ) 

Needless to say that no private cor- 
poration which commenced work on 
such faulty estimating could possibly 
continue in business. The writer is not 


intending to imply any criticism of the ° 


ability of the Corps of Engineers in 
estimating. There is no group in the 
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profession more competent. These esti- 
mates were not intended as construc- 
tion estimates and data for such esti- 
mates were lacking. The fault was 
wholly with the emergency agency 
which adopted the projects without 
adequate information or reliable esti- 
mates at a time when there was fever- 
ish haste to commence at once work on 
which to put the unemployed. 


HE foregoing presentation of facts 
has been made in order to permit 
each reader to draw his own con- 
clusions. 
Specifically the writer’s personal 
criticisms are directed to: 


Tue building of projects costing 
e hundreds of millions of dollars 
without any consideration by Congress. 
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Missouri River Navigation (Sept. 31, 1933) 
Bonneville Dam! (March 19, 1932) 


Conting 
1932 or 1933 1936 Per Cae 


$209,843,000 24.00% 
31,000,000 51,000,000 65.4% 


$260,843,000 30.5% 





1Detailed estimate of dam with two units as built, in Engineering News-Record, November 
1, 1934, is $31,000,000. The amounts allocated in 1933 and 1934 were $31,250,000. 


On page 1012 of the 1936 annual re- 
port is the following statement relative 
to Fort Peck dam: 

The Congress alone should have the 
authority to enter upon such great un- 
dertakings. And in view of the con- 
flicting recommendations of the differ- 
ent engineers, such a project should be 
thoroughly reviewed by a board of the 
most highly qualified engineers in the 
country. 


2 THE omission of interest during 
¢ construction results in inaccurate 
and misleading statements of cost of 
construction. The omission of interest 
as an element of operating expense is 
wholly inexcusable. Every dollar of the 
$293,000,000 (and more by the amount 
of omitted interest during construc- 
tion) is represented in the national 
debt. Each project should bear its 
own proportionate share of the fixed 
charges. 


4 No project of this magnitude 
e should be hastily adopted. This 
dam should have been thoroughly 
studied by the Army Engineers and by 
qualified experts over a period of some 
months and plans developed in suffi- 
cient detail to permit reasonably close 
and accurate estimates. This is truly a 
frightful example of the excess cost of 
building without adequate planning. 
Hasty adoption of ill-considered plans 
invariably results in waste. 


THE cost of this work, as shown 

e by the Chief of Engineers’ Report 
for 1936, not only of capital cost of 
new work, but of the continuing cost 
of interest, amortization, maintenance, 
and depreciation, is staggering and far 
beyond any amount warranted to keep 
the average of 6,000 men busy on Fort 


Peck dam for five years, plus not to ex- | 


ceed that many more on the river work 
during the open season. The annual 
deficit and fixed charges alone burden 
the country indefinitely with enough 
to pay every man who was on the job 
an average of over $1,000 per year. 
Certainly the money spent on this proj- 
ect could have been used in the area 
where unemployment was relieved by 
it in a manner that would have bene- 
fited the district to a greater extent. 


THE benefits from a navigation 
e project take the form of a direct 
subsidy to shippers who use water 
transport, plus the indirect benefit to 
all shippers by reason of the reduction 
of railroad rates because of the com- 
petition of the waterways. But unless 
there is actual competition of such 
magnitude as to compel a reduction of 
railroad rates, and in this case there 
clearly is not, railroad managements 
would be most foolish to reduce rates 
merely because of potential competition 
which may or may not become an ac- 
tuality. 
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HAT the interior of the United 
States has developed because of 
the railroads, and that its continued 
prosperity is dependent on the con- 
tinuance of railway service of the most 
eficient sort, need no argument. A 
national policy, if it can be called such, 
which attempts to create competition to 
the nation’s most important and most 
essential transportation agency where 
none now exists in spite of half a cen- 
tury of effort to build it up, would ap- 
pear to be a policy which needs revision. 
This project is so nearly completed, 
and the damage that would accrue to 
Fort Peck dam by any delay in its com- 
pletion would be: so serious, that we 
may as well count the job finished, and 
the experiment as something to be 
watched in the years to come. 

In his youth the writer spent a year 
on construction of dykes and revet- 
ments on the Missouri river. He learned 
then that this great stream, which wan- 
ders from one side to the other of a 


wide valley hemmed in by bluffs, is no 
respecter of the puny works of man. 

Fort Peck dam will stand for all 
time to come as a monument to engi- 
neering ingenuity and skill, but the 
regulatory works on the river will de- 
mand the constant expenditure of 
capital and labor in maintenance and 
replacement if the channel is to be kept 
navigable. 


Wms this expenditure is looked 
into in years to come and we are 
looking for some place to put the 
blame, let it be remembered that the 
Engineers merely carried out the or- 
ders given them, and that the Congress 
of the United States did not give those 
orders. We must look for some irre- 
sponsible New Dealers, sitting as mem- 
bers of a temporary agency now for- 
gotten, who were in the autumn of 
1933 desperately looking for places to 
spend money. 

They surely found a good one here. 


In the next article in this series Dr. Riccs will discuss the purposes, 
scope, size, and cost of the Grand Coulee project. 


mer 
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The REA—A New Deal Venture 
In Human Welfare 


Which must be assayed, in the opinion of the 
author, from the human angle as well as from the 
viewpoint of the balance-sheet mind. 


By JUDSON KING 


, ‘HE appearance of the Second An- 
nual Report of the Rural Elec- 
trification Administration, which 

has since February, 1937, been under: 
the direction of John M. Carmody, af- 
fords a good opportunity to take stock 
of this typical New Deal venture in 
human welfare. The REA is just that 
and must be assayed from that angle 
as well as from the viewpoint of the 
balance-sheet mind. 

Like other government agencies 
which give an account of themselves, 
the report is optimistic without blink- 
ing the fact that there is heavy work 
and hard fighting ahead. It is refresh- 
ingly frank, especially the Adminis- 
trator’s letter of transmittal, and ex- 
emplifies his announced policy, con- 
stantly urged upon his staff, to “‘set 
everything out in the open.” 

Most arresting is the frequency with 
which the word “pioneering” or its 
equivalent occurs. The number of new 
paths broken, and new methods devised 
in the fields of engineering, of con- 
struction and management, of law, and 
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so ori, by the staff in devising a system 
of wide scale, low cost electric service 
to American farms is surprising. Here 
we are called upon to envision the job, 
not of running a rural line out of a city 
or town down a well-settled road for 
5 or 10 miles, but of constructing net- 
works of from 100 to 1,000 miles, 
covering in several cases from one to 
five counties. It is like comparing 
Boulder or Coulee with your home- 
town station. One gets the picture of 
a new enterprise, and hence from an 
unexpected source comes proof of the 
indifference of the private utilities to 
rural electrification in the past. 


HECKING the cold figures of ac- 

complishment during the past 
year, one is forced to conclude that 
REA has finally struck its stride and is 
beginning to justify early expectations. 
Before getting into details and apprais- 
ing the real value of REA as against 
its origin, its successes and failures, 
and what the future holds, let us look 
at some totals as of December 31, 1937. 


398 





THE REA—A NEW DEAL VENTURE IN HUMAN WELFARE 


One hundred and twenty REA proj- 
ects in 41 states are now electrifying 
some 50,000 rural homes which pre- 
viously were unable to get electric 
service. 

One hundred and sixty-five other 
projects are now under construction 
which will by spring bring electricity 
to 150,000 more families. 

Sixty-five thousand miles of rural 
lines have been built or are nearing 
completion to serve these 200,000 fami- 
lies, which means a happier life for 
around 875,000 people. REA loans 
totaled $75,000,000. * 

Every dollar of the $95,000,000 ap- 
propriated by Congress up to the end 
of the fiscal year ending June 30, 1938, 
has been pressed into action or is “ear- 
marked.” 

But the demand of the farmers for 
REA projects is so great that $90,- 
000,000 more could have been spent or 
allocated to sound applications had the 
money been available. 

The administrative cost of REA to 
the Federal Treasury to November 15, 
1937, was $2,376,033, which figures to 
2.5 per cent of the investment. 


Be cash income resulting from 
REA activities to labor and out- 
side industry in supplying raw ma- 
terial and manufactured appliances 
and products is estimated to total 
$187,000,000. 


Meantime, Edison Electric Institute 


*Construction is so rapid that these figures 
are already cold. March reports show 171 
projects energized and 187 others under con- 
struction which are scheduled for completion 
by fall. This will make a total of 85,000 miles 
of line serving approximately 250,000 families, 
or over 1,000,000 people. Loans actually made 
and in use now total $86,890,427. Applica- 
tions are mounting, and the 1938-39 appropria- 
tion by Congress will fall far short of meet- 
ing the demands from promising farm areas. 


399 


reports indicate that the private utili- 
ties in 1936 and 1937 electrified twice 
as many farms as they did in the years 
prior to the advent of REA. 

All of which appears impressive. 
Most of us like to luxuriate in the idea 
of farmers having electricity, a thing 
long held a fantastic notion. But is it 
practical? After all is not this a 
pumped-up political stunt? Could not 
and would not the utilities have done 
the job, and more efficiently? Has the 
government any business in this field ? 
Is there financial risk for the rest of 
us as taxpayers? 

Answers to these very natural and 
proper questions require perspective— 
background. I shall waste no time over 
the necessity of farm electrification if 
agriculture is to keep in balance with 
modern civilization; or the fact that 
private enterprise has not met the need ; 
or the right and duty of the Federal 
government to supply that need. 

The key question is, Why had not 
the job been done? Had the power 
companies attempted it? They had. In 
1923 the National Electric Light As- 
sociation itself set out to electrify rural 
America in most ambitious fashion. 


A the meeting of the executive com- 
mittee of the Public Relations Na- 
tional Section on August 30th of that 
year, we find record of an official re- 
port by M. H. Aylesworth, managing 
director of the NELA (later president, 
National Broadcasting Company) : 


In connection with the rural line extension 
problem, Mr. Aylesworth outlined a joint 
program that will be carried on by the Na- 
tional Electric Light Association in codpera- 
tion with the American Farm Bureau Fed- 
eration, the United States Department of 
Agriculture, and the Society of Agricul- 
tural Engineers. Mr. Aylesworth stated that 
a joint committee has been formed with 
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headquarters at Chicago in charge of Mr. 

E. A. White, of the American Farm Bureau 

Federation. The purpose of the committee 

will be to study the rural line extension 

problem and the development of a program 
to inform the farmer the reason he is not 
receiving electricity.! 

National headquarters were opened 
in Chicago adjoining the offices of the 
American Farm Bureau Federation, 
which joined the movement with en- 
thusiasm. Branches were organized in 
22 states. There were large committees 
of utility and public officials, state and 
national, farm leaders, college profes- 
sors. The National Grange and other 
farm organizations joined. The com- 
mittee did a vast amount of useful edu- 
cational work. Its literature was im- 
pressive and voluminous. Each year 
Dr. White reported to the NELA, 
which paid his salary and expenses. We 
have no record of early financing, but 
from 1928 to 1933 the NELA con- 
tributed to the committee $153,626.* 


HEN the Farm Bureau Federation 

withdrew. Why? Its officers will 
tell you that the utilities insisted upon 
charges and rates for service which the 
farmers could not afford to pay; that 
the companies were manifestly at- 
tempting to exploit the farmers as they 


1 See Federal Trade Commission Report of 
Utility Corporations, Exhibit 3134, p. 224, be- 
ing excerpts from minutes of the meetings of 
the committee. 

2 Trade Commission Report No. 61, Exhibit 
No. 5584, p. 175. 
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had the city folks, and that after years 
of effort to get lower rates to no avail, 
the bureau quit. So did the grange, and 
most of the Federal and farm agencies 
followed in 1935. In the twelve years 
only 611,000 additional farms or about 
50,000 per year had been electrified in 
the entire nation. At that rate it 
would have taken until the year 2000 
to service half the farms of the United 
States, to say nothing of the other 
half.® 

The American Farm Bureau Fed- 
eration then turned to the Federal gov- 
ernment. At its 16th National Conven- 
tion in December, 1934, it adopted a 
resolution which read in part: 


We recommend that electrification of 
agriculture should be extended into every 
possible section of the country . . . that ways 
and means be provided through the Farm 
Credit Administration for financing at low 
interest rates codperative electric light and 
power associations, farmers’ mutual tele- 
phone companies, and similar codperative 
organizations. 


We cannot burden this article with 
notes of similar activities of other na- 
tional, state, and local farm organiza- 
tions, so let this resolution be symbolic 
of two things: that millions of farm- 
ers desired electric service which they 
could not get; and that they looked to 
Uncle Sam for help. 


' \ 7 need not condemn the utilities 
if they could not make desired 


8 See E.E.I. Statistical Bulletin, No. 4. 1937. 
Table XVII, p. 18. 


and outside industry in supplying raw material and manu- 


q “THE cash income resulting from REA activities to labor 


factured appliances and products is estimated to total $187,- 
000,000. Meantime, Edison Electric Institute reports in- 
dicate that the private utilities in 1936 and 1937 electrified 
twice as many farms as they did in the years prior to the 
advent of REA.” 
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profits. They were and are neither 
better nor worse than other public 
utilities or industry at large, big and 
little. Social responsibility has not been 
a tenet of either American business or 
the American masses. Censure arises, 
however, from opposition to the gov- 
ernment’s undertaking what they re- 
fused to do. The parcel post, state and 
Federal farm loan agencies, the Fed- 
eral Reserve System, the RFC, and 
cther agencies are all on a par with 
REA in this respect—the government 
did not move until private initiative 
had failed to meet the public need. 
Thus it happened that President 
Roosevelt, by executive order of May 
11, 1935, created REA, set aside 
$100,000,000 for building farm lines, 
and appointed Morris L. Cooke ad- 
ministrator. In that appointment the 
utilities had no reasonable cause for 
complaint or alarm. Mr. Cooke was no 
“politician” or radical theorist, but 
head of an engineering firm, and a 
leading advocate of the Taylor System 
of scientific management. To be sure, 
he was a believer in regulated private 
ownership, had been a severe critic of 
untoward utility practices which he 
hoped to correct, such as unreasonable 
rates, complicated schedules, lack of 
cost accounting, inflated securities ; but 
he was not for public ownership and 
had taken no open part in behalf of the 
Boulder dam and Muscle Shoals bills. 
It was his sincere belief that since the 
utilities were well organized, had a 
trained personnel, were acquainted 
with their respective territories, and 
“ready to go,” the announced objective 
cf taking “electricity to as many farm- 
ers as possible in the shortest possible 
time” could be attained much more 
readily by loaning the money to private 
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companies than by waiting until farm 
codperatives could be organized, or un- 
til municipalities, power districts, or 
states could get into action. Municipali- 
ties or farm codperatives which acted 
promptly would, of course, be given 
preference and welcomed; but on the 
grounds that the private companies 
supplied around 90 per cent of the na- 
tional power service, he and a majority 
of his staff planned to loan around 90 
per cent of the $100,000,000 to them, 
provided they would agree to certain 
reasonable conditions, such as area 
service without “cream skimming,” 
simple schedules, elimination of high 
demand charges, economical construc- 
tion, and sale of current to codperatives 
when asked. 


X first, the industry hailed REA, 
accepted Mr. Cooke’s invitation to 
cooperate, appointed a special commit- 
tee of utility executives, made surveys, 
and reported on July 24th, two months 
after the start, that “in codperation 
with the REA, we believe the privately 
owned utilities can absorb the full 
$100,000,000 available under the Work 
Relief Appropriation for construction 
of additional rural facilities.” But the 
keen eye of the Administrator detected, 
among others, a particularly large and 
irritating fly in this jar of ointment— 
an innocent-looking phrase, “The prob- 
lem of the farmers ts not one of rates, 
but of financing the wiring and pur- 
chase of appliances.” To that Cooke 
could not agree; but he thought differ- 
ences could be ironed out, and informed 
the public through a press release that, 
“The newly organized REA staff has 
been in constant touch with the indus- 
try’s leaders, and has sought in every 
way to codperate,” and hence, “with- 
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Efficient Management of REA 


© i Shay faith of the American farmers in the REA is established. 

... Also, the farmers are discovering that REA is no Santa 

Claus; that these debts must be paid and they must get busy and do 

their part. Education accompanies service, as well as welcomed 

and needed supervision. In short, it appears that REA is being 
managed as efficiently as a well-run private corporation.” 





out the loss of further time, codpera- 
tive action is now feasible.” Vain hope. 
The bland power executives dillydallied 
for five months, and then said, No. 

Next, early in 1936 the Norris-Ray- 
burn Bill, extending REA for ten 
years, was introduced. It is well known 
that Senator Norris was personally 
against loaning REA money to private 
companies; that he thought farmers 
should have the right to organize codps 
wherever they chose ; and that it would 
take $100,000,000 a year to do an ade- 
quate job. 


Dp oreesniape ng Cooke sincerely be- 
lieved, with the majority of his 
staff, that there should be no duplica- 
tion or competition; that there should 
be no extension of municipally owned 
lines or codperatives built in areas al- 
ready served by private companies; 
that REA should do no promotion 
work; and that $40,000,000 or $50,- 
000,000 annually would be sufficient. 
Rayburn and other Congressmen 


MAR. 31, 1938 


agreed with this, and Norris yielded in 
order to get some bill passed and REA 
placed on a permanent basis. 

Considering the hostile state of pub- 
lic opinion, a wise industry would have 
embraced Mr. Cooke as a heaven-sent 
friend. Instead, after having delayed 
his program for six months through 
apparently insincere pretensions while 
they worked out their own program, 
they began building, and started war- 
fare by constructing “spite lines,” 
spreading false propaganda, and using 
every open and undercover tactic they 
could devise to block and wreck REA. 
Mr. Cooke was able to loan only $1,- 
970,750 of REA money to private 
utilities, and $876,450 of that was 
taken by subsidiaries of Associated 
Gas and Electric Company. 

This manifestly is a concrete ex- 
ample of what most of the utilities 
mean when they propose “‘codperation” 
—a fox-and-goose parade of extreme 
interest just now when they are pro- 
posing to pool and codperate and seek 
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peace in other fields. There are a few 
exceptions but not many. 


M EANTIME farmers over the nation 

were organizing electric codpera- 
tives, and applications for loans were 
Hooding REA’s Washington office. 
The REA legal and technical staffs, 
geared to the major objective of deal- 
ing with power corporations, had thus 
to readjust themselves to the quite 
different task of making loans to farm 
organizations. A majority of the staff, 
trained in the private utility tradition 
of getting as much profit as possible 
out of consumers per dollar invested, 
found it difficult to think in terms of 
giving as much as possible and yet pro- 
tecting the investment. The result was 
that there was still too much reliance 
on the good faith of the utilities in con- 
tracting for wholesale current prompt- 
ly and at reasonable rates and in respect 
to other relations, with the net result 
that the work dragged. When Decem- 
ber 31, 1936, came, while according to 
the first annual report $43,000,000 
had been “allocated” to 218 projects 
and 109 local contracts totaling $24,- 
000,000 had been executed, less than 
$5,000,000 actually paid out was build- 
ing farm lines. Eighty-five of the first 
one hundred millions had been turned 
back. 

It must be remembered that this 
first hundred million dollars came from 
the work relief appropriation. It hap- 
pily combined farm electrification with 
giving employment to thousands of 
white collar and overall workers, plus 
millions of new business for many raw 
material industries and electrical appli- 
ance and equipment manufacturers. 
The depression was not over and doubt- 
less the need for speedy action was an 
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added reason for Mr. Cooke’s desire 
to have private companies take over the 
major part of the REA job. Hence, in 
abusing, if indeed not betraying, his 
good will by needless delay, utility 
leaders struck a blow at recovery as 
well as at farm electrification. Their 
policy has apparently been delay and 
still more delay, exactly as in the case 
of the TVA and the PWA, the lat- 
ter through injunctions and extended 
litigation. 


S ivg was the situation when John 
M. Carmody became Administra- 
tor on February 15, 1937. As this 
writer sized it up at the time, the REA 
faced a hostile private industry ; an un- 
certain press; many antagonistic state 
legislatures, governors, and public 
utilities commissions; a divided Con- 
gress ; farmer demands for three times 
the money Congress had appropriated ; 
the necessity for new methods to han- 
dle the appalling task; chiselers with- 
out and within; and finally, like every 
other government agency or commis- 
sion dealing with electricity, a split 
staff, part of which was eager to make 
REA a success by applying new tech- 
niques to the new conditions, the other 
part tradition bound, hesitant, or in- 
different. 

Administrator Cooke had resigned 
after risking his health from overwork 
on this and other duties laid upon him, 
including management of the World 
Power Conference. Mr. Carmody had 
been Deputy Administrator for six 
months. He had been much in the field 
and learned at first hand the farmers’ 
electrical problems and the tricks em- 
ployed to defeat their efforts to or- 
ganize successful codperatives. In that 
time he had reached some conclusions 
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as to policies and the nature of a cen- 
tral office set-up necessary to- make 
REA carry out the will of Congress 
and the people. Back of him lay nearly 
twenty years of practical managerial 
experience in basic industries such as 
coal, steel, and textiles. He had been 
accustomed to getting things done on 
time or knowing the reason why. 


B Y returning to the 1937 Report and 

recalling the new Administrator’s 
press statements and public addresses, 
we may discover what his new policies 
were and what they are likely to be. 
When he took command, two things 
were threatening the REA — delay, 
which meant ultimate defeat ; and mis- 
understanding on the part of farmers, 
Congress, and the public as to why it 
was taking so long to get codperatives 
actually serving farms. 

Carmody struck at misunderstand- 
ing by bringing “everything into the 
open.” He began turning the light both 
on open opposition and underground 
sabotage. It made no difference whether 
it was a utility executive, a governor, a 
state commission, a codp board, a con- 
tractor, or a field or office employee. 
Take one instance: The Massachusetts 
Department of Public Utilities, on tor- 
tured legal grounds, killed a promising 
tri-county codp organized by some 400 
farmers, whom the private utilities had 
refused to serve and to whose project 


$225,000 had been allotted. In a letter 
to Chairman Webber, Carmody tore 
the decision to shreds and exposed to 
New England farmers its absurdity, 
The letter is printed as an appendix to 
the annual report, I suppose as an illus- 
tration of what a political state com- 
mission can do to block REA. 

A major source of delay has been 
the dilatory tactics of the utilities, 
“Red tape,” it seems, is not an exclusive 
possession of Washington bureaucracy. 
Take an example: Around 60 per cent 
of REA codps now buy their whole- 
sale current from private companies. 
Formerly it took from two to eight 
months to negotiate a contract. Utility 
lawyers presented contracts of inter- 
minable length and complexity, which 
even the Philadelphia lawyers on the 
REA legal staff found puzzling, to say 
nothing of coop farm directors. The 
REA rate engineer and the project di- 
rectors had first to endure endless bick- 
ering and then agree to a hold-up rate 
or get no current. Months of time were 
lost. 


"Bheseoans expressed “‘surprise that it 
takes the utilities so long to decide 
so simple a matter” and quickly ended 
such nonsense. He ordered his legal 
staff to prepare a brief, clear, but ade- 
quate standard contract form for utili- 
ties to sign, and announced that hence- 
forth the REA would build its own 


e 


jority of his staff, that there should be no duplication or 


q “ADMINISTRATOR Cooke sincerely believed, with the ma- 


competition; that there should be no extension of municipal- 
ly owned lines or codperatives built in areas already served 
by private companies; that REA should do no promotion 
work ; and that $40,000,000 or $50,000,000 annually would 


be sufficient.” 
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generating plants when any company 
was too slow or too high in price. The 
result was magical. When utility exec- 
utives saw this was no bluff they rushed 
to sign up, and wholesale rates have 
dropped from 25 per cent to 40 per 
cent! That is, where the old contracts 
were Closed at around 2 cents per kilo- 
watt hour, the new ones are averaging 
around 1.2 cents—a _ life-and-death 
difference to many projects. 

It takes time to organize a large 
emergency staff and reach the point of 
efficiency for any enterprise, private or 
public. In the case of REA, the diffi- 
culty was further aggravated by the 
fact that a staff preparing itself to loan 
money to private corporations was sud- 
denly switched to the far different task 
of helping set up and loan money to 
hundreds of farm codperatives. Men 
had to acquire a new perspective and 
learn new techniques. Mistakes were 
made which had to be corrected, and 
months passed while farmers who had 
“signed up” swore because there was 
no light in their homes. 


WENTY months of practical ex- 

perience, then, had cleared the air. 
The REA and the farm codps had met 
not glad codperation, but powerful re- 
sistance, both before and after projects 
were established. Says the Adminis- 
trator in this report: 


The job is only begun. Construction is 
only one phase. The statute requires that 
loans be self-liquidating. The Congress has 
placed this responsibility on the Adminis- 
trator. He must assure himself by every rea- 
sonable means before a loan is made that 
the project is sound and will be prudently 
managed. He must follow through to assure 
repayment. To this end we utilize the serv- 
ices of a small staff of competent field engi- 
neers and auditors and agricultural engi- 
neers and home economists expert in the 
use of electricity to assist borrowers with 
management problems. 
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These projects are new. Most of them 
need rounding out. Income is just beginning 
to be appreciable. Each month shows some 
improvement, but plain common sense tells 
us it is extremely important for the gov- 
ernment that the agency it has set up to 
foster rural electrification be alert constant- 
ly with respect to the kind of management 
projects get from day to day. 


The report reveals that during the 
last ten months there has been a pro- 
gressive reorganization and codrdina- 
tion of the whole REA administration 
—a general shake-up of activities and 
personnel. New divisions were created, 
others dropped or merged. The order 
went forth, “Speed up! Production!” 

The former Chief Engineer resigned 
and the post of Codrdinator of Engi- 
neering was created. A new system was 
installed. The activities of the Engi- 
neers in Washington now click with 
project engineers all over the country. 
“Engineering time is halved . . . re- 
duced from thirty-four to fifteen 
weeks,” says the report. Again, “The 
moving belt . . . with a difference” ar- 
rests attention, indicating anew method 
of line construction. More pioneering. 
Henry Ford’s famous belt in reverse. 
Too much to describe here. Result, “3 
miles per day or better per crew instead 
of 1 mile.” Again, “The cross-arm 
comes off,” and other battleship gad- 
gets long used by the private compa- 
nies. Line attached on a pole top pin.* 
Pole spans now 400 instead of 200 feet 
in length. Many new designs in con- 
struction. Result, line costs per mile 
drop from $1,200 or $1,500 to $850— 
another life saver for the codps. 

*A good test for this construction came 
February 18th when the worst sleet storm in 
years hit northern Tele. Three PWA proj- 
ects suffered only negligible damage, whereas 
Electrical World (March 5th issue) esti- 
mated more than $200,000 to telephone and 


wer systems. Similar reports came from 
exas, North Carolina, and the TVA area. 
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Subsidy for Some Farm Lines? 


ceé HERE are... large areas more sparsely 

settled and with lower incomes which 
necessitate subsidy in some form tf these farm- 
ers are to recewe the benefits of electricity. It 
is for Congress to decide when the time comes 
whether the national welfare demands that these 
farmers be helped. Even Ontario found it good 
public policy, and for the past ten years the 
provincial treasury has been advancing half the 
cost of farm lines and equipment—not to help 
the Hydro, but to help the farmers.” 





CGET Rates Division Is Set Up.” 
Why? Before a newly formed 
coop can get an allotment of money, it 
must comply with many conditions 
proving it is a sound proposition. If 
slips are made, trouble and delay fol- 
low. This division checks to see that 
all requirements are fulfilled before a 
dollar is pledged or construction be- 
gun. Result, “the project gets off to a 
flying start.” Time is conserved and 
expenses are being cut. 

“Division of Operations Super- 
vision.’’ Another new one, which the 
report styles “a far-reaching change.”’ 
“One of the duties is to see that proj- 
ects secure efficient management and 
have ready access to the best operating 
practices known.”’ Out of my personal 
knowledge of the fashion in which 
many municipal power plants and co- 
Operatives of various kinds have been 
ditched, my guess is that this smooth 
official language means that care is be- 
ing taken to prevent superintendents, 
engineers, and lawyers being “planted” 
in codps to wreck them through bad 
management. 

Space will not permit mention of re- 


sults from the new vigor with which 
the legal, finance, utilization, and in- 
formation and research divisions are 
accomplishing their work. Some idea 
of its volume, however, may be 
gained from the fact that legislation in 
48 states has to be studied and watched, 
300,000 easements have been checked, 
2,000 letters a week handled, and ac- 
curate information prepared and fur- 
nished to the projects to checkmate the 
increasing flood of false propaganda. 


6S in repeat, I like the candor, the 
vigor, and, withal, the fine humili- 


ty shown in this report. It does not 
blink the difficulties of the huge task 
ahead. It is applying modern business 
methods, as hundreds of commercial 
concerns dealing with the REA and its 
codps are discovering. Fair - minded 
utility executives can depend upon 
prompt decisions and action in respect 
to contracts for wholesale current or 
payment of bills. Others know sub- 
terfuge is futile. The faith of the 
American farmers in the REA is es- 
tablished. Projects are completed, and 
an average of 1,000 consumers a week 


MAR. 31, 1938 406 





QO 


at eb ec wee ae 29 CC © et 


THE REA—A NEW DEAL VENTURE IN HUMAN WELFARE 


are turning on lights for the first time. 
Also, the farmers are discovering that 
REA is no Santa Claus; that these 
debts must be paid and they must get 
busy and do their part. Education ac- 
companies service, as well as welcomed 
and needed supervision. In short, it 
appears that REA is being managed as 
efficiently as a well-run private cor- 
poration. It is discarding moribund 
private methods and initiating new 
techniques which the utilities them- 
selves are beginning to copy. 

There remains the question, will 
REA continue on a sound basis? 
Ernest R. Abrams, in the FortTNIGHT- 
ty for January 6th last, raises the 
question, “Lending into Spending”: 
Is it not inevitable that the farmers 
will fail with their codps; that an in- 
dulgent Congress will forgive them 
their debts, some reclamation history 
be repeated, and the American tax- 
payers be forced to foot the bill? 


i the act contemplated the electrifica- 
tion of all farms in the nation, there 
would be a sounder basis for the fear 
raised ; but it does not. It is undeniable 
that for the past twenty years there 
have been millions of farmers living in 
compact areas whom the private utili- 
ties might have served at, say, a 6 per 
cent profit on an honest investment. 
But they were not interested in 6 per 
cent. These are the farmers who will be 
served under the present act. They can 
afford to pay and will pay. In fact, a 
few of the codps are even now show- 
ing surpluses. The business is there, 
imploring attention. The 1937 report 
shows $90,000,000 worth of applica- 
tions in excess of money appropriated. 

There are other large areas more 
sparsely settled and with lower incomes 
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which necessitate subsidy in some form 
if these farmers are to receive the bene- 
fits of electricity. It is for Congress to 
decide when the time comes whether 
the national welfare demands that these 
farmers be helped. Even Ontario found 
it good public policy, and for the past 
ten years the provincial treasury has 
been advancing half the cost of farm 
lines and equipment—not to help the 
Hydro, but to help the farmers. 

That Administrator Carmody is ex- 
ercising a banker’s care in making 
REA loans appears from the fact that 
90 per cent of projects now im opera- 
tion are already out of the red. This 
should gladden the hearts of Mr. 
Abrams and his friends and calm their 
fears, since it is quite remarkable that, 
although all but one of the projects 
have been energized less than a year 
and some of them only one or two 
months, so large a proportion is self- 
sustaining from the start. Only one or 
two of those which have not turned the 
corner are in trouble. 

In starting REA, Administrator 
Cooke laid down a basic principle that 
must be maintained—area service. But 
in territories now served by private 
companies, “cream skimming”’ is still 
too much the rule with the majority 
and constitutes our greatest danger 
from the social viewpoint. For that 
reason, Senator McNary’s bill, in my 
opinion, should be passed. It proposes 
to repeal the provision in the act which 
authorizes REA loans only “to persons 
in rural areas who are not receiving 
central station service.” That would 
make possible the creation of codpera- 
tives anywhere, and end “cream skim- 
ming” by bringing electric service and 
lower rates to the thousands of farm- 
ers who are now ignored by utilities. 
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TVA electric rates shown to be higher than private 
company rates when the “yardstick” is applied on 
a fair basis, and the same privileges granted the 
private company that the Federal project enjoys. 


By FRANK A. NEWTON 


HE TVA has made public its re- 
port of operations for the fiscal 
year ended June 30, 1937. From 
the figures made available in this re- 
port, it is possible to get down to “brass 
tacks” with reference to so-called 
“yardstick” rates. Before dealing with 
the figures in the report, let us review 
what this yardstick is supposed to be. 
President Roosevelt wanted a “yard- 
stick.” So according to Chairman A. 
E. Morgan, “finally in 1933, at Presi- 
dent Roosevelt’s suggestion, provision 
for the public ownership and operation 
of Muscle Shoals was incorporated in 
the Tennessee Valley Authority Law. 
This provision may make possible the 
carrying out of one of President 
Roosevelt’s policies—that of providing 
a publicly owned and operated power 
system as a ‘yardstick’ by which to 
measure the relative economy and effi- 
ciency of public and private owner- 
ship and operation.’”* 
Chairman Morgan has defined the 


wa. Address—TVA Release, August 16, 
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“yardstick” as follows: “In case pub- 
lic power is used as a ‘yardstick’ or as 
a measure of what the private power 
industry should charge for its services, 
then it is imperative that records and 
accounts be honest and fair and open 
and that there be no hidden element of 
subsidy.’”* 

“ ..,. and if they are to serve as 
comparisons they must be open and 
aboveboard, with nothing hidden. 
They must be fair with no special arbi- 
trary advantages. They must pay 
taxes, just as private utility companies 
must do and every other reasonable 
charge, if they are to provide us with 
a fair comparison.’”* 


1S geien Lilienthal has explained 
the “yardstick.” Testifying be- 
fore the Alabama Public Service Com- 
mission in October, 1934, and referring 
to the operations of the TVA, Director 
Lilienthal said : “Now, in the organiza- 
tion and operation of this electricity 


*Atlantic Monthly, September, 1937. 
3 Forum, March, 1935. 
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program, it was thought by the Presi- 
dent that here would be an opportunity 
of furnishing~ a measure of the 
effectiveness of the public operation of 
such a function as electricity which 
could then be compared and contrasted 
with private operation of a similar or 
the same function, and that, in a phrase, 
would be a form of ‘yardstick.’ ” 

In further explanation of the yard- 
stick and its purpose and in reply to 
questions by the president of the Ala- 
bama Public Service Commission, 
Director Lilienthal said: “They are 
‘yardstick’ rates in the sense that they 
furnish the basts of comparison where- 
by with all the data in your hands you 
could determine how that measurement 
applies to the rates and rate practices 
of a privately owned utility.” 

Pressed further by the commissioner 
as to just what he meant by a fair com- 
parison and by a real measure of the 
rates of privately owned utilities, 
Director Lilienthal was asked: “And 
if there is a difference of 2 per cent or 
24 per cent in the cost of money (as 
between private operation and TVA 
operation ), that is a material considera- 
tion when millions of dollars are in- 
volved.” 

Director Lilienthal said: “That is 
what I was trying to get to say about 
the ‘yardstick’ being a basis of com- 
parison.” 

Later, Director Lilienthal said, with 
particular reference to taxes: “The 
payment of the cost of government— 
the taxes—have no different implica- 
tions whether they are public or private. 
I mean the cost of government is obvi- 
ously a fixed factor, and is a commu- 
nity cost. Whereas, there we felt it was 
only proper to have the consumer of 
electricity, whether he is buying it 
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from a private agency or from a pub- 
lic agency, take over in his rate the full 
cost of his share of the general tax 
burden, making the comparison as 
nearly exact as possible.” 


bg us take this measure—the “yard- 
stick” —as desired by the Presi- 
dent, as defined by Chairman Morgan 
and explained by Director Lilienthal, 
and apply it directly to a privately 
owned and operated company, using as 
our example The Tennessee Electric 
Power Company. Let us measure the 
rates of The Tennessee Electric Power 
Company by the “yardstick” as so de- 
fined and explained. 

Such a comparison of the TVA rates 
and the rates of The Tennessee Elec- 
tric Power Company, such a measure- 
ment, can be made readily. All the 
facts and figures necessary to “compare 
and contrast” the private company’s 
rates and the TVA “yardstick” are 
readily obtainable in the published re- 
port of the TVA and from the sworn 
statements filed with the Federal Power 
Commission by the company. No in- 
volved calculations are required to 
make such a measurement. Any state 
regulatory commission and any private 
company as well may by the same pro- 
cedure apply the “yardstick” in the 
same manner. The comparison is 
simple and direct. It is also very in- 
structive and illuminating. 

From the report of The Tennessee 
Electric Power Company filed with the 
Federal Power Commission for the 
year, 1936, we find that the company’s 
costs were as follows: 

Operating expenses $6,146,445.95 

RMS csc Sea cuutns co ataue eens 2,522,419.50 

Depreciation 1,260,000.00 


Interest on debt 2,703,783.28 
Dividends on preferred stock.. 1,550,865.80 


Total cost $14,183,514.53 
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Effect of TVA Subsidy 


“_.. Uf the taxpayers in the state of Tennessee were 
compelled to pay the taxes of The Tennessee Elec- 
tric Power Company and pay for its costs of de- 
preciation and pay the interest on its bonds and 
the dividends to its preferred stockholders, then the 
homes and farms of Tennessee would enjoy a rate 
of 1.32 cents per kilowatt hour as compared with 
the 1.85 cents paid by the customers of the TVA 
which has its taxes, its depreciation, and its interest 
paid by the taxpayers of the nation.” 





HE operating expenses of the com- 

pany included wages and salaries 
and all materials and supplies used in 
operating the company—all moneys 
actually paid out in the conduct of the 
business. Taxes were incurred in the 
amount shown. This money went to 
the local, state, and Federal govern- 
ments. As Chairman Morgan said: 
“They must pay taxes.” 

Depreciation is as much a part of the 
cost of generating and distributing 
electricity as wages and coal and sup- 
plies. The property must be replaced 
as it is worn out and as it becomes in- 
adequate or obsolete. The amount 
charged by The Tennessee Electric 
Power Company was fixed by order of 
the Tennessee utilities commission. 

Interest must be paid to the bond- 
holders and on other borrowed moneys 
or the company will become bankrupt. 
Dividends on preferred stock are paid 
to those thousands of stockholders in 
Tennessee and elsewhere who invested 
their money in good faith. Their in- 
vestment went into distribution lines, 
plants, and other facilities necessary to 
furnish electric service to the com- 


pany’s customers in Tennessee. Their 
investment was made after approval of 
these additions to the property and of 
the issue of the stock by the state of 
Tennessee through its utilities commis- 
sion. At this point, it is well to note 
that the sum of the interest and pre- 
ferred stock dividends of the company 
represents only 4 per cent per year on 
the value of the company’s property as 
fixed by the Tennessee public utilities 
commission, plus the additions to the 
property since that value was so fixed. 

These are the expenses which go to 
make up the total cost to The Ten- 
nessee Electric Power Company of 
furnishing electric service to its cus- 
tomers. There is “nothing hidden.” 
There are no “special arbitrary advan- 
tages.” They are the “reasonable 
charges” the company pays to furnish 
the service. These are the costs which 
determine the rates which the company 
is authorized to charge its customers. 


N™ let us apply the “yardstick,” 
defined by Dr. Morgan and ex- 
plained by Director Lilienthal, to The 
Tennessee Electric Power Company's 
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rates. What are the costs which the 
TVA does not have to pay and which 
the company must pay? What are 
those costs which must be added to the 
TVA “yardstick” to measure the fair- 
ness of the company’s rates? How do 
the TVA rates “contrast and compare” 
with the company’s rates when such a 
measure is used ? 

In the annual report of the TVA for 
the fiscal year ended June 30, 1937, we 
find that the TVA paid taxes amount- 
ing to but $67,001.61. The private 
company in 1936 paid $2,522,419.50. 
Let us add to the taxes paid by the 
TVA itself, the “taxes assignable to 
operations” of Tupelo and the other 
municipal plants supplied at wholesale 
by the TVA and charging the domestic 
rates fixed by the TVA. They actually 
paid no taxes. Whatever “assignable 
to operations” may mean—let us in- 
clude whatever was so assignable and 
we find this amount to have been $83,- 
309.32, making the total taxes paid by 
the TVA and “taxes assignable to 
operation”’ by the municipalities $150,- 
310.93. 

The TVA made no charge for de- 
preciation—included nothing for this 
cost in its operating expenses. The 
municipalities which it served whole- 
sale and which were charging the rates 
fixed by the TVA, made provision for 
depreciation amounting to $87,133.77. 
The company by order of the state 
utilities commission charged $1,260,- 
000 for depreciation in its cost of 
operation. 

The TVA paid no interest. The 
property it operates was turned over 
to it by the government with no obliga- 
tion, or was built by moneys appropri- 
ated by the Federal government upon 
which the TVA is not required to pay 
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any interest. The municipalities asso- 
ciated with the TVA paid interest 
amounting to $52,526.53. Yet it should 
be borne in mind in considering these 
items of taxes, depreciation, and in- 
terest that the TVA and its associated 
municipal distribution systems have 
an investment in property and plant 
much greater than that of The Ten- 
nessee Electric Power Company. 


HAT do we find in the face of 

these figures when we come to 
apply the “‘yardstick” and measure the 
rates of the TVA and the rates of the 
company? We find that of the total 
cost of furnishing electric service of 
the company, the costs which the TVA 
does not have to pay or does not have 
to include in its operating expenses 
amounted to $7,873,978.33. These are 
the costs which must be added to the 
TVA “yardstick” if that “yardstick”’ 
is to be a fair, honest, and complete 
measure of the fairness of the com- 
pany’s rates. These are the costs which 
must be added to the TVA “yardstick” 
in order that TVA rates may be con- 
trasted and compared with those of 
The Tennessee Electric Power Com- 
pany. 

There are other costs not so im- 
portant but still large in amount which 
the TVA does not have to pay. but 
which The Tennessee Electric Power 
Company cannot escape. The com- 
pany does not have at its disposal the 
facilities of the Government Printing 
Office as does the TVA. There is.not 
available to the company the franking 
privilege used by the TVA on its mail, 
nor does The Tennessee Electric 
Power Company receive preferential 
freight rates on materials and supplies 
which the TVA as a governmental 


MAR. 31, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


undertaking enjoys. The costs which 
the TVA does not have to pay or does 
not pay but which the company must 
pay represent an amount equal to 54.0 
per cent of the entire cost of operation 
of The Tennessee Electric Power Com- 
pany. In other words, over half of the 
costs which the company must pay and 
which must be included in its rates, the 
TVA and associated municipalities are 
able to avoid. 


N™ what does this mean when ap- 
plied to the residential rates—the 
rates charged householders for elec- 
tricity by the TVA and by the com- 
pany? Under the residential rates fixed 
by the TVA and charged by the munici- 
palities, the residential customers for 
the twelve months ended November 30, 
1937, paid an average rate of 1.85 
cents per kilowatt hour. For the same 
period, the residential customers of 
The Tennessee Electric Power Com- 
pany paid an average rate of 2.87 cents 
per kilowatt hour. Now, let us apply 
the “yardstick” as defined by Chairman 
Morgan and explained by Director 
Lilienthal. Let us take out of the cost 
of The Tennessee Electric Power Com- 
pany 54.0 per cent of its costs of opera- 


tion so that it may be fairly “contrasted 
and compared” with the TVA. When 
this is done and when the measure. 
ment is made by this “‘yardstick,” the 
average rate paid by the customers of 
The Tennessee Electric Power Com- 
pany was 1.32 cents per kilowatt hour 
when put upon exactly the same basis 
as the 1.85 cents per kilowatt hour 
paid by the residential customers under 
the TVA. 

When it is all boiled down and when 
the comparison is made on an honest 
and fair basis and when the “yardstick” 
is used as defined by Dr. Morgan and 
explained by Director Lilienthal, it 
comes to this: if the taxpayers in the 
state of Tennessee were compelled to 
pay the taxes of The Tennessee Elec- 
tric Power Company and pay for its 
costs of depreciation and pay the in- 
terest on its bonds and the dividends to 
its preferred stockholders, then the 
homes and farms of Tennessee would 
enjoy a rate of 1.32 cents per kilowatt 
hour as compared with the 1.85 cents 
paid by the customers of the TVA 
notwithstanding the fact which must 
not be overlooked that the TVA has its 
taxes, its depreciation, and its interest 
paid by the taxpayers of the nation. 





A Little Problem in Consumer Control 


<4 A younc bachelor lady we know has long been troubled with a not 
uncommon fatling—after a cocktail party, or even after a din- 
ner with several wines, she gets the urge to call up her friends, no 


matter how far away they may be, and tell them that she loves them and 


misses them. For a long time it seemed as if nothing could cure her. 
Her telephone bills kept getting bigger and bigger, interfering with such 
items as dresses and rent, until finally she realized that she MUST 
bring herself up short. She bought one of those gadgets which fit over 
the dial of a telephone and can be locked with a key. Now, on her way 
out to a party, she locks the telephone, puts the key in an envelope, 
addresses the envelope to herself, and mails it. Thus she is protected 
against any impulses she may have later in the evening and she gets the 
key back first thing in the morning. She never wants to call up anybody 
first thing in the morning.” 

—Excerpt from THe New Yorker. 
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Wire and Wireless 
Communication 


s it seems at this writing unlikely that 
the special telephone investigation 
report will be released by the Federal 
Communications Commission before 
these lines appear in print, the reported 
reaction of Chairman Frank R. Mc- 
Ninch on the subject following his con- 
ference with President Roosevelt on 
March 10th may still be of interest. 

Chairman McNinch declined either to 
confirm or deny the rumor that the FCC 
telephone report would recommend com- 
plete separation of Western Electric 
from its parent concern, the American 
Telephone and Telegraph Company. Mr. 
McNinch repeated a previous statement 
to the effect that the report of the A. T. 
& T. investigation, conducted by Com- 
missioner Paul A. Walker, was in the 
hands of the commission for study be- 
fore transmission to Congress. 

Asked if he had heard suggestions that 
it would recommend “decentralization” 
of the A. T. & T., he said, “I don’t know 
what you mean by decentralization.” 
Mr. McNinch added that he came to the 
White House to discuss with President 
Roosevelt the international broadcasting 
situation in Central America, a study of 
which is now being made by an inter- 
departmental committee of which he is 
head. 

According to leading financial papers, 
the report will‘ probably contain the 
recommendation that the American Tel- 
ephone and Telegraph Company relin- 
quish ownership and control of its manu- 
facturing subsidiary, the Western Elec- 
tric Company. In that event the Ameri- 
can Telephone and Telegraph Company 
may be required to go through a reor- 
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ganization similar to that which was 
experienced twenty years ago when it 
gave over control of its holdings in The 
Western Union Telegraph Company. 

It will be recalled that at that time A. 
T. & T. disposed of its stock to a syndi- 
cate which reoffered it to the public sub- 
ject to the limitation that Western Union 
employees and officers would be given 
the first opportunity to buy. 


| yes 4 em manufacturers of elec- 
trical equipment were especially in- 
terested in the report that the FCC might 
recommend a divorce of the A. T. & T. 
from Western Electric, but the reaction 
was somewhat conflicting. 

On one hand it was felt that inde- 
pendent manufacturers of _ electrical 
equipment might benefit from the sepa- 
ration of Western Electric, which here- 
tofore has been dealing with operating 
Bell subsidiaries in the matter of furnish- 
ing equipment on a closed basis. During 
1937, for example, gross sales of West- 
ern Electric amounted to $203,467,000 
and of this amount all but $8,000,000 
were purchases made by companies eel 
ated with the Bell system. 

On the other hand there was some 
doubt expressed within trade circles as 
to whether independent firms would be 
able to meet Western Electric prices in 
the event that sharper competition for 
telephone equipment business resulted 
from an independent corporate status 
for Western Electric. To what extent 
the patent facilities of the A. T. & T. 
would be available to Western Electric 
if the two companies were severed was 
another point on which there was con- 
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siderable speculation in financial circles. 

At the present time A. T. & .T. owns 
all but a few thousand of 6,000,000 out- 
standing shares of Western Electric. 
Little credence was given to a report 
circulated about the time Chairman Mc- 
Ninch visited President Roosevelt to the 
effect that the President’s monopoly mes- 
sage would be held up until the FCC in- 
vestigation report is released, and that 
the investigation report would comprise 
a moderate plan of corporate regulation 
which could be applied to a wide field of 
industry. Obvious differences in the 
corporate structure of the Bell system as 
compared with other large industries 
were regarded as making it unlikely that 
the President would propose the study 
of application of FCC’s recommendation 
for control of A. T. & T. to other alleged 
industrial monopolies. 


* * * * 


ECENT rumors that the William Ran- 
dolph Hearst interests are prepar- 
ing to withdraw from the radio broad- 
casting field revive interest in the move- 
ment suggested by U. S. Senator 
Wheeler of Montana to divorce radio 
broadcasting from the newspaper: busi- 
ness. This suggestion was advanced 
early last year but nothing much has 
been done about it and this late in the 
congressional session, it is not likely that 
anything can be done about it until 1939. 
Actually, however, relatively few of 
the radio broadcasting stations are con- 
trolled by newspaper publishers. Much 
more of an immediate problem from a 
regulatory standpoint is the question of 
whether to allow fewer more powerful 
broadcasting chains offering a superior 
grade of programs, or protect and en- 
courage more low-powered stations. 
The FCC has set May 16th for hear- 
ings on “superpower” broadcasting peti- 
tions. The argument of the “super- 
power” school is that the rural popu- 
lation would really prefer strong, relia- 
ble, high-grade programs, even though 
the selection were more limited than 
multitudinous programs of a provincial 
sort which in many instances cannot be 
received with complete satisfaction. The 
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establishment of few or stronger “key” 
broadcasting stations throughout the 
country is also said to be a step toward 
clearing the way for television, facsimile 
broadcasting, and other technological 
improvements of the future. 

Chain organization plays an important 
part in the picture. Of more than 700 
broadcasting stations in the United 
States, 323, or about 46 per cent of the 
total number, are owned by or are affili- 
ated with the three large chain com- 
panies. National Broadcasting Company 
has 137 affiliated stations, the Columbia 
Broadcasting system 108, and the Mu- 
tual Broadcasting system 78. NBC 
owns, however, only 11 stations and 
manages 7 others. Columbia owns 10, 

On a power basis the picture changes 
radically. About 93 percent of the total 
power of the country’s radio stations is 
used by stations affiliated with chain 
companies. Yet, as stated above, the 
chains are affiliated with less than half 
of the total stations. The explanation 
lies in the fact that most unaffiliated sta- 
tions are low-powered local stations. 


* *« * * 


N° action is expected at the current 
session of Congress on two bills 
introduced by Senator Sheppard of 
Texas for the relief of small rural tele- 
phone companies whose service is inter- 
fered with by the building of rural 
power lines. So far the Rural Electri- 
fication Administration has resisted at- 
tempts of these smaller companies to col- 
lect damages from the rural power co- 
Operatives for expense of rehabilitating 
telephone systems to eliminate such in- 
ductive interference. 

One of Senator Sheppard’s bills (S. 
3456) would amend the Rural Electrifi- 
cation Act so as specifically to authorize 
REA to include in rural power line loans 
an additional sum necessary to take care 
of the expense of rehabilitating rural tel- 
ephone lines to avoid interference. The 
other Sheppard bill (S. 3457) would 
amend the Reconstruction Finance Cor- 
poration Act so as specifically to author- 
ize the RFC to make loans to rural tele- 
phone companies for the purpose of fi- 
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nancing the rehabilitation of their lines 
to avoid interference caused by the build- 
ing of rural power lines, 

Even though action on either measure 
is unlikely, it was generally felt that 
Senator Sheppard had paved the way, 
so to speak, for more definite relief at a 
future session of Congress. It has been 
noted that the REA rural coéperative 
loans are being made to bring electric 
power to approximately the same rural 
population now served by the rural tele- 
phone cooperatives, and that to burden 
the latter would therefore injure, in a 
different way, the very class which is 
supposed to benefit from the Rural 
Electrification Act. 


* * 2K * 


[’ is believed likely that the FCC will 
approve the report of Chief Ex- 
aminer Davis G. Arnold classifying the 
Santa Barbara ( Calif.) Telephone Com- 
pany as a “connecting carrier” under 
§§201-205 of the Communications Act. 
This is one of a series of cases being 
fought by the United States Independ- 
ent Telephone Association to prove that 
certain of its member companies in 
which there is some Bell security owner- 
ship, are nevertheless truly independent, 
operating only in intrastate commerce 
and therefore entitled to exemption from 
FCC jurisdiction except as merely “con- 
necting carriers.” 
Examiner Arnold found that although 
a very substantial portion ($500,000) of 
the Santa Barbara company’s nonvoting 
stock was owned by a Bell company 
(Pacific Telephone and Telegraph Com- 
pany), there was only $48,600 out of 
$250,000 in shares of common or voting 
stock under Bell control. He stated: 
Upon consideration of the facts developed 
in this proceeding, it is shown that the Santa 
Barbara Telephone Company is engaged in 
interstate and foreign communication solely 
through physical connection with the facili- 
ties of the Pacific Telephone Company, 
another carrier not directly or indirectly 
controlling, or controlled by, or under direct 
or indirect common control with the Santa 
Barbara Telephone Company, and is, there- 
fore, a connecting carrier as contemplated 
by §2(b) (2) of the Communications Act of 
34, as amended. 


oP men seem to be some- 
what divided in their reaction to the 
recent decision of Circuit Judge A. C. 
Hoppmann of Dane county, Wisconsin, 
which denounced in somewhat vigorous 
terms the two attempts of the Wisconsin 
commission to cut rates of the Wiscons‘n 
Telephone Company. Not all of the 
figures and methods used by the Wis- 
consin commission were overruled (the 
depreciation rate, for instance, was up- 
held). 

Judge Hoppmann was particularly 
critical of the procedure followed by the 
state commission and its extensive use 
of publicity. So critical was he of the 
state commission that some of the more 
cautious telephone men are wondering 
whether the effect might be to cause 
some resentment in Wisconsin and 
jeopardize, to some extent, the public 
relations of the telephone company there. 

On the other hand, it was noted that 
the method of the Wisconsin state com- 
mission which bore the brunt of Judge 
Hoppmann’s strictures was similar in 
many ways to the method used by the 
FCC in its special telephone investiga- 
tion. Thus, the testimony of Cyrus Hill 
on Western Electric prices, which Judge 
Hoppmann felt was “unreliable,” fol- 
lowed the same general lines as the testi- 
mony of Mr. Hill on the same subject 
at the FCC special investigation hear- 
ings. (Mr. Hill was for a time asso- 
ciated with the special investigating 
staff.) 

It might be argued from this viewpoint 
that the criticism of the lower Wisconsin 
state court might undermine some of the 
prestige of the FCC special investigating 
report if the FCC should forward to 
Congress drastic recommendations 
based on the same type of evidence. This 
would be more likely if the Wisconsin 
state supreme court affirms. 

P. S. Although the recent 6 to 1 de- 
cision of the FCC to investigate radio 
was somewhat different in form than his 
own resolution, Commissioner Craven is 
generally credited with another triumph 
in his rdle of the “strong man” of the 
commission. For details, see page 433 of 
this issue. 
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Financial News 


Revival of Refunding Plans 


Bee utilities’ refunding program, 
about two-thirds completed in 1936- 
7, has lagged in 1938 despite the success- 
ful flotation of several issues, including 
the large Appalachian offering. Institu- 
tional funds continue plentiful and high- 
grade bonds have been comparatively 
little affected by the recent debacle in 
second-grade rails, but utility companies 
have apparently decided to await im- 
provement in general sentiment. Re- 
cently, however, several new loans have 
taken definite shape. Consolidated Edi- 
son Company on March 10th asked the 
public service commission of New York 
for authority to issue $60,000,000 deben- 
tures, with a coupon not exceeding 34 
per cent, to retire a like amount of de- 
benture 44s of 1951, thereby saving 
nearly $400,000 a year in interest charges. 
Before the announcement the old bonds 
were selling around 107, or two points 
above their call price. 

On March 9th Bonbright & Company, 
Paine, Webber & Company, and Mit- 
chum, Tully & Company offered 17,291 
shares of Indiana Associated Telephone 
Corporation $6 cumulative preferred 
stock at $98 a share. The net proceeds, 
estimated at $1,597,929, were received 
by General Telephone Company, parent 
concern and owner of the stock, and 
used to provide working capital. Indiana 
Associated Telephone is also making a 
private sale of $400,000 first 44s due 
1965, of which over half will accrue to 
the parent company. 

The management of the Ohio Power 
Company, unit of American Gas and 
Electric Company, is desirous of effect- 
ing an interest saving on funded debt, 
but any refinancing probably will await 
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the Supreme Court’s ruling on Electric 
Bond and Share’s test case of the Public 
Utility Holding Company Act of 1935, 

New York & Queens Electric Light 
& Power Company has petitioned the 
public service commission for permission 
to issue $10,000,000 first and consolidat- 
ing 34s due 1968. The proceeds will be 
used to pay Consolidated Edison $7,000,- 
000 previously advanced, and the balance 
to finance expansion to meet increased 
consumption anticipated during the 
World’s Fair. 

Georgia Power Company has been 
authorized by the state public service 
commission to issue and sell first and re- 
funding mortgage bonds amounting to 
$9,000,000, the bonds to draw 5 per cent 
interest and to sell for not less than 90 
per cent of par value. Of the proceeds, 
$3,780,000 is to be used in refunding an 
issue of mortgage bonds falling due this 
year, while the balance covers construc- 
tion and increased service facilities 
already made or to be completed during 
1938. 

Gatineau Power Co. is reported to be 
discussing with underwriters an $82,- 
000,000 refunding plan, including $68,- 
500,000 first 5s of 1956 and $13,600,000 
debenture 6s of 1941. 


> 


The Building Boom— 
How Soon? 


gars New York and Washington are 
pinning most of their hopes for a 
business revival on a building boom. 
Possibilities of a heavy program of utility 
construction, envisaged by the admin- 
istration early this year, have faded 
pretty much out of the picture, as 

opportunity for a quick reconciliation 
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has been frittered away and budgetary 
plans have now been geared to depres- 
sion levels. Hopes are therefore centered 
on the results of the Housing Act, which 
commits the government to lend 90 per 
cent on the cost of small homes. Almost 
any citizen who owns a plot of ground 
free and clear, or possesses a few hun- 
dred dollars cash, can now build a home 
without additional outlay, with twenty 
years to make instalment payments— 
compared with eighteen months’ time on 
his car, radio, etc. While the average 
American has not been home-minded in 
recent years—note the low level of resi- 
dential construction since 1925-8 in the 
accompanying chart—the present oppor- 
tunity may arouse dormant ambitions to 
“set up house” instead of continuing to 
double-up with the in-laws. 

The Federal Housing Administration 
now releases weekly figures for number 
and dollar amount of mortgages selected 
for appraisal under the insurance pro- 
visions of the amended National Hous- 
ing Act. A consistent increase has been 
shown since the beginning of the year. 
Whereas for the week ended January 
8th the dollar amount of selected mort- 


gages was only about 65 per cent of that 
for the corresponding week of 1937, the 
amount for the week ended gf 
26th was about 10 per cent above 1937. 
The FHA states that throughout the en- 
tire period of its operation, the number 
of mortgages selected for appraisal has 
proved to be a “very early barometer for 
forecasting home building activity.” If 
this is true, then these releases may be- 
come more valuable for purposes of fol- 
lowing the trend of construction than 
any figures that have heretofore been 
available. 

The Engineering News-Record con- 
tract awards figure for February was 11 
per cent above February, 1937, and the 
same percentage above January of this 
year. Private construction, however, 
was below February, 1937, and the in- 
crease in public construction was due 
largely to the $34,000,000 Federal gov- 
ernment contract for completion of the 
high dam at Grand Coulee, Washington. 
For the first three weeks of February, 
the F. W. Dodge Corporation contract 
figures ran more than 25 per cent below 
1937, all classes of construction sharing 
in the decline. Building material prices 
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continued to work lower; whereas dur- 
ing July, 1937, the Department of Com- 
merce index reached 96.7, it currently 
stands at around 91. 

There is, therefore, some basis for 
hopes that a residential building boom 
will gradually gather headway during 
the summer and fall. Private-plant con- 
struction seems likely to lag until 1939, 
however. 


a 


U.S. Electric Output versus 
British—A Contrast 


ag ttngead of electricity in the United 
States for the week ended March 5th 
showed a decline of 7.5 per cent under 
last year. Percentage losses for the prin- 
cipal geographical regions for the week 
(as compared with last year) are shown 
in the following table: 

New England 

Middle Atlantic 

Central Industrial 

West Central 

Southern states 

Rocky Mountain 

Pacific Coast 


In contrast, electric output in Britain 
during January showed an increase of 
9.5 per cent over last year. 


a 


International Telephone 


HE future outlook for International 

Telephone was discussed by Oliver 
J. Gingold in a recent issue of Barron’s. 
He pointed out that while the company 
earned about $1.50 last year, no divi- 
dend is likely because of the heavy ma- 
turities in 1939 ($37,661,100 convertible 
debentures plus $9,600,000 bank loans). 
With reference to the Spanish plant, Mr. 
Gingold states : 

Spain had one of the finest telephone 
systems in Europe, conceived, built, and 
operated by I. T. & T. It was 100 per cent 
automatic. Today, after two years of civil 
war, nobody knows how it stands. Con- 
sensus among engineers in the communica- 
tions business is that the damage amounts 
to some 10 per cent of the plant. Army 
engineers on both sides like to keep the 
communications in pretty good order. Both 


factions in the war have given the Interna. 
tional Ld ance officials assurances that the 
plant will returned when hostilities are 
ended. 

Prior to the civil war in Spain, the parent 
company obtained some 40 cents a share an- 
nually on its 6,399,002 shares of capi 
stock from its Spanish subsidiary. I. T, & 
T.’s investment in and advances to its Span- 
ish subsidiary at end of 1935 represented 
20.44 per cent of International’s total stake 
—investment and advances—in its subsidi- 
aries. 

The Spanish contract was well drawn. 
While it was made under the Royalist goy- 
ernment—in fact, signed by the erstwhile 
“<i Alphonso, who is a personal friend of 
I. T. & T.’s president, Ectonel Sosthenes 
Behn—it successfully withstood the attacks 
of the various governments which have 
been in power since the king fled the coun- 
try. There is a recapture clause in the con- 
tract which in time to come may be invoked 
by a future Spanish government seeking to 
control the communications business in 
Spain. 


Mr. Gingold points out that Interna- 
tional Telephone’s purchase of Postal 
Telegraph has proved “a first class mis- 
take” costing some $30,000,000. Postal 
is now “a lost child and nobody wants 
it.” Eventually it may have to be 
scrapped, unless revision of several Fed- 
eral laws permits Western Union to take 
it over. But he doubts whether even 
Western Union would take it at any 
price under present conditions. 


THIRD “sore spot,” The Shanghai 

Telephone Company, enjoyed a 

rush of business during the early days of 

the current war, and managed to break 

even for 1937. After the Chinese evacu- 

ated Shanghai, the company lost 8,000 
telephones but has regained 1,000. 

The Spanish subsidiary and Postal 
have been written off International's 
balance sheet and Shanghai represents 
less than one per cent of the system’s 
total investment. The system equity in 
Brazil, recently the scene of some politi- 
cal turmoil, is also less than one per cent. 

International continues to suffer from 
the many foreign exchange restrictions 
which have prevented free movement of 
large subsidiary funds to New York city. 
That the company has been able to obtain 
enough cash at headquarters to pay all 
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expenses and interest and reduce bank 
loans is a tribute to the management. 
Possibly the secret lies in profits from 
the manufacture of telephone equipment. 
Quoting Mr. Gingold: 

As a manufacturing enterprise, Interna- 
tional Telephone, through the International 
Standard Electric, acquired from American 
Telephone and Telegraph in 1925, did a busi- 
ness of better than $100,000,000 last year, 
which compared with a previous high of 
some $80,000,000 in 1930. Contributing to 
the record total was a German manufactur- 
ing subsidiary added within the last five 
years. I. T. & T. already has received a con- 
siderable volume of military communica- 
tions’ equipment orders and expects to ob- 
tain more. Easily the best communications 
salesman in the world is the company’s 
president, friend of kings, presidents, and 
statesmen of all nations. 


* 


Small Utility Investors Far 
Exceed Utility Employees 


6 Bsr importance of the small utility 
investor—as a percentage of our 
“middle class” population—is perhaps 
not fully realized in Washington. While 
it is impossible to get any exact figure, 
there seems little doubt but that utility 
investors may be numbered in the mil- 
lions—each one representing a family de- 
pendent to some extent on the income 
obtained from security holdings. 

A recent survey of small investors in 
110 of our largest corporations indicated 
that out of 4,149,666 stockholders, some 
86 per cent held 100 shares or less. The 
total number of employees averaged 
about 2,454,135. Total wages amounted 
to about four billion dollars compared 
with dividend disbursements of one bil- 
lion dollars. According to Investor 
America (published by the American As- 
sociation of Investors, Inc.) : 

Regardless of the proportionate value of 
the aggregate holdings of this vast majority 
of small stockholders, whatever it may be, 
the fact is forcibly brought out that any- 
thing that unfavorably affects business re- 
acts directly upon millions of industrious, 
self-supporting citizens whose savings help 
to make possible the development of in- 
dustry and the employment of millions of 
workers, 


The companies for which statistics 
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were compiled included eight large util- 
ity companies. The figures do not, of 
course, include small bondholders or the 
large number of savings-bank depositors 
and insurance policy holders who also 
have an indirect stake in utility securi- 
iy Stockholders 
Total Owni 


mg 
Stock- Average 
holders Shares No. of 


of Record or Less Employees 
275,000 
11,000 


American Tel. & Tel...640,991 
Am. Water Works & El.. 
Columbia Gas Elec... 
Commonwealth Edison. . 
Detroit Edison 14,116 
Niagara Hudson Power.122,157 
North American 17,853 
Pacific Gas & Elec ,603 


a 


A. T. & T. Handicapped by 
Soaring Taxes and Wages 


|B apne an increase of $56,000,000 in 
the Bell Telephone system’s total 
operating revenues, or 5.7 per cent above 
1936, higher taxes and wages increased 
expenses with the result that the 1937 net 
income of the American Telephone and 
Telegraph Company, the world’s largest 
public utility, showed a decline. On the 
common stock $9.76 was earned, com- 
pared with $9.89 in the previous year. 

Expenses of the operating companies 
embraced in the Bell system showed an 
increase of $69,000,000, or 8.9 per cent, 
over 1936. Of this increase $19,600,000 
went for taxes and $27,000,000 for wage 
increases. 

Taxes paid by the parent company and 
its subsidiaries totaled $137,600, in 
1937, or $20,800,000 more than in 1936, 
and taxes in 1936 were $22,300,000 more 
than in 1935. In two years there has 
been an increase of $43,100,000, or 46 
per cent. Taxes for 1937 were equal to 
$9.21 per telephone in service, $7.04 per 
share of common stock outstanding, and 
$525 per employee. (See chart, p. 420.) 

Telephones in use throughout the Bell 
system reached an all-time peak in 1937. 
At the end of the year there were 15,- 
332,000, compared with the previous 
maximum of 15,193,000 in 1930. Includ- 
ing the telephones of about 6,500 con- 
necting telephone companies and more 
than 25,000 connecting rural telephone 
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lines at the end of 1937, there were ap- 
proximately 19,380,000 telephones in the 
United States, or one for every seven 
persons. 


——- of the Bell system at the end 
of 1937 totaled $5,057,800,000. Of 
these assets $4,389,500,000 represented 
telephone plant and equipment, against 
which there was a depreciation reserve 
of $1,198,500,000, or 27 per cent. Cash 
assets, exclusive of $12,900,000 held for 
the retirement of bonds called for re- 
demption, totaled $153,000,000. 

The capital obligations of the system 
at the end of 1937 consisted of: funded 
debt, including pension fund notes, $1,- 
011,009,000, or 27.8 per cent ; preferred 
stocks, $65,140,000, or 1.8 per cent, and 
common stocks, $2,562,321,000, or 70.4 
per cent, for a total of $3,638,470,000. 

Interest on the debt was at the average 
rate of 4 per cent, dividends on the pre- 
ferred stocks averaged 6.6 per cent, and 
dividends on the common stocks were at 
the rate of 6.8 per cent. 


TAXES PER TELEPHONE 
IN DOLLARS 
1920 
1928 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
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At the end of 1937 there were 642,000 
American Telephone stockholders of 
record and the average of shares held per 
stockholder was 29. Including holders 
of common and preferred stocks of the 
subsidiaries there were about 690,000 
Bell stockholders. 

President Gifford in the annual report 
discussed a number of improvements, 


some of which were installed during the 
year and some of which are under ée. 
velopment. Among those installed were: 
a simpler hand-set telephone which in. 
cludes within its base a bell and other 
equipment formerly placed in a separate 
unit ; a new type of switching known a; 
the “crossbar”; a simpler form of tele. 
typewriter, and broad band carrier sys. 
tems in which twelve telephone messages 
are carried simultaneously on a singk 
pair of open wires. 


a 
TVA Statistics 


HE annual report of the Tennessee 

Valley Authority for the fiscal year 
ended June 30, 1937, released a few 
weeks ago, contains 446 pages with 
numerous illustrations—but rather mea- 
ger statistical data regarding earnings 
and costs. 

According to Exhibit “A,” the Author- 
ity has obtained appropriations from 
Congress totaling $182,921,828, of which 
$170,416,718 has been invested in “pro- 
grams” and $1,261,065 for general ex- 
penses (the balance reflecting miscel- 
laneous items and cash). About 56 per 
cent of the expenditures were made 
prior to June 30, 1936, and 44 per cent 
in the year ended June 30, 1937. The 
net investment in programs follows: 

Navigation and flood control.. $148,079,176 

Electricity (net) 10,945,062 

National defense 

Fertilizer and agricultural 

development 

Regional studies, experiments 

and demonstrations 

Emergency flood relief 


Supporting tables are presented show- 
ing the detail for each item. Of the $148, 
079,176 for navigation and flood con- 
trol, Norris dam accounted for some 
$36,000,000; Wilson and Wheeler, 
about $31,000,00 apiece ; Pickwick Land- 
ing, about $21,000,000; Guntersville, 
$11,000,000; Chickamauga, $9,000,000; 
and Hiwassee, nearly $3,000,000; with 
the balance distributed among smaller 
dams and the general program. 
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FINANCIAL NEWS AND COMMENT 


Under the peculiar accounting 
methods thus far employed by TVA, all 
net income from electricity is credited to 
original investment. (On this account- 
ing basis the plant investments of some 
of our older private utilities would now 
be written down to zero, and theoreti- 
cally they could render free service to 
customers). Such net income (available 
for amortization, construction, interest, 
and other purposes ) has been as follows: 


Total to June 30, 1936 $1,319,133 
Fiscal year 1937 768,364 


$2,087,497 


The detailed 1936-37 income state- 
ment for electricity is summarized as 
follows: 

Operating revenues 

Outside sales 


Charges to other TVA 
activities 


$1,242,835 
411,190 


. « $1,654,025 
939,403 


714,622 


Total operating revenues . 
Total operating expenses, etc... 


Net Operating revenues 
Other income 


Gross Income 
Income Deductions 


770,247 
1,88 


Net Income 


pein “B” to “E” indicate that 
expense per kilowatt-hour genera- 
tion was as follows: 


Wilson dam 
Norris dam 
Wheeler dam 


About 786,000,000 gross kilowatt hours 
were generated at the three dams. Judg- 
ing from the operating revenues, the 
average sale price of electricity was 
about $.0021. 

Assuming that net income had not been 
credited to electric plant “investment,” 
the total amount assigned to electric 
plant (average of June 30, 1936, and 
June 30, 1937) was about $10,384,986. 
Net income available for depreciation 
and interest during the year was about 74 
per cent on average plant investment, 
but this was before any allowance for 
the taxes which private utilities would 
have to pay (an item of $67,001 was pro- 
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vided under §13 of the TVA Act, for 
payment to the states of Alabama and 
Tennessee). 

Total taxes paid by private utilities 
probably average about 15 per cent of 
gross revenues, which in the case of TVA 
would amount to about $248,000. De- 
preciation as charged by private utilities 
would probably approximate 8 per cent 
of gross or $132,000. Deducting these 
two items would leave $388,000 or less 
than 4 per cent on the assigned invest- 
ment. It is doubtful whether any private 
utility could operate successfully and 
permanently on less than a 5} per cent 
or 6 per cent basis. 

But of course it is ridiculous to assign 
only about 6 per cent of total TVA ex- 
penditures to the electric plant. Sup- 
porting statements indicate that the en- 
tire “present value” of Wilson dam as of 
June 30, 1933, was assigned to “naviga- 
tion and flood control,” and only the sub- 
sequent additions (about $75,000) were 
charged to electric plant. The major 
item in electric plant cost is “transmis- 
sion lines and substations for dam con- 
struction and other purposes” amount- 
ing to about $11,000,000, and this is not 
itemized for the various dams. In other 
words, it appears that for accounting 
purposes almost the entire expenditure 
for power houses has been charged to 
navigation and flood control; since the 
item is not separated from dam construc- 
tion, the exact cost cannot be computed. 

This procedure is partially explained 
in the text of the report (p. 101) on the 
ground that “allocations of such values 
and costs between navigation, flood con- 
trol, and power have not yet been de- 
termined.” If this is true, it seems mis- 
leading to set up the separate investment 
table for power (Supporting Statement 
No. 2, p. 107). 

Space is not available in this brief re- 
view to attempt an estimate of the real 
cost of the electric plant. But in the 
writer’s opinion it might well be nearer 
60 per cent than 6 per cent of the total 
investment. And the 1936-7 net revenues 
afforded only an infinitesimal return on 
the total expenditures of taxpayers’ 
money. 


MAR. 31, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


LIST OF PUBLIC UTILITY HOLDING COMPANIES REGISTERED WITH THE 


SECURITIES AND EXCHANGE COMMISSION AS OF MARCH 21, se 
ate 


Name of Holding Company* Registered 
. American Utilities Service Corp. (Trustees) 2- 8-1937 
American Utilities Service Corporation 1-13-1937 
. American Water Works and Electric Company 2-26-1937 
West Penn Electric Company 3-22-1937 
West Penn Railways Company 3-22-1937 
British-American Utilities Corporation 11-29-1935 
: AT TOON NOONE TN ET Ci co vinech sca medeevaesens 11-30-1935 
Union Electric Power Corporation 11-30-1935 
. Cities Service Power & Light Company 
East Tennessee Light & Power Company 
Federal Light & Traction Company 
Central Arkansas Public Service Corp. .........-.-++++0+5 
Toledo Light and Power Company 
. Citizens Public Service Company 
. Citizens Utilities Company 
. Colonial Utilities, Incorporated 
Colonial Utilities Corporation 
. Columbia Gas & Electric Corporation 1-13-1938 
Atlantic Seaboard Corporation 1-13-1938 
. Huntington Gas Company 1-13-1938 
. Community Power and Light Company 12- 1-1935 
BE ae Pee ae 11-30-1935 
. _ Southwestern Public Service Company 11-30-1935 
. Crescent Public Service Company 12- 1-1935 
. East Coast Public Service Company 12- 1-1935 
. Engineers Public Service Company 2-21-1938 
El Paso Electric Company 2-21-1938 
. Western Public Service Company, The 2-21-1938 
. Foster Petroleum Corporation 11-29-1935 
. Great Lakes Utilities Company (Trustees) 3- 3-1937 
. Great Lakes Utilities Company 3- 3-1937 
. Interstate Gas and Electric Company 11-30-1935 
. Lone Star Gas Corporation 11-30-1935 
. Middle West Corporation, The 12- 1-1935 
Arkansas-Missouri Power Corporation 5-13-1937 
Central and South West Utilities Company 12- 1-1935 
American Public Service Company 12- 1-1935 
Commonwealth Light & Power Company (Trustee) 12- 1-1935 
Inland Power & Light Corporation (Trustee) 11-29-1935 
Northwest Utilities Company 12- 1-1935 
. United Public Service Corporation 12- 1-1935 
. Midland United Company (Trustees) 12- 1-1935 
Midland Utilities Company (Trustees) 12- 1-1935 
. Gary Electric and Gas Company 11-30-1935 
. Mission Oil Company 12- 1-1935 
. Southwestern Development Company 11-30-1935 
. National Fuel Gas Company 11-29-1935 
. National Gas and Electric Corporation (Trustees) 4- 3-1937 
49. National Gas and Electric Corporation 12- 1-1935 


* Degree of indentation indicates corporate relationship. 
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. New England Power Association (Trustees) 
New England Power Association 
. New England Public Service Company 
National Light, Heat and Power Company 
Twin State Gas & Electric Company 
. North American Company, The 
North American Edison Company 
North American Light and Power Company 
Illinois Traction Company 

Des Moines Electric Light Company 
. North American Gas and Electric Company 
Washington Gas and Electric Company 
. Northern New England Company 
. Northern States Power Company 
Interstate Light & Power Company 
Minneapolis General Electric Company 
. Penn Western Gas & Electric Company 
Pennsylvania Gas & Electric Corporation 
Sioux City Gas & Electric Company 

Iowa Public Service Company 
. Peoples Light and Power Company (Trustees) 
Peoples Light and Power Company 
. Public Utilities Securities Corporation (Trustees) 
. Republic Electric Power Corporation 
. Republic Service Corporation 
. Sandar Corporation 
. Southeast Power & Light Company 
. Southern Union Gas Company 
Consumers Natural Gas Company 

Gas Company of New Mexico, The 
. United Cities Utilities Company 
. United Light and Power Company 
United Light and Railways Company 
American Light & Traction Company 
Continental Gas & Electric Corporation 


Iowa-Nebraska Light & Power Co. ...........+++0005 


. United American Co. 
. United Public Utilities Corporation (Trustees) 
. United Public Utilities Corporation 
. United Telephone & Electric Co., The (Trustee) 
. Utilities Holding Corporation 
. Utilities Power & Light Corporation 
Central States Utilities Corporation 
Central States Power & Light Corporation 
Derby Gas & Electric Corporation 
Granite City Generating Co. (Trustees) 
Interstate Power Company 
. Utilities Stock and Bond Corporation 
. Utility Operators Company 
Federal Water Service Corporation 
Southern Natural Gas Company 
. Walnut Electric & Gas Corporation 
Central New Hampshire Power Company 
. Washington and Suburban Companies 
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11-30-1935 
11-30-1935 
11-30-1935 
11-30-1935 
11-30-1935 
2-25-1937 
2-26-1937 
3-10-1937 
3-11-1937 
12-31-1937 
12- 1-1935 
12- 1-1935 
2- 1-1938 
12-19-1936 
6- 1-1937 
12-19-1936 
11-30-1935 
11-30-1935 
1- 8-1938 
11-30-1935 
5- 7-1937 
5- 7-1937 
12- 1-1935 
11-29-1935 
11-30-1935 
11-30-1935 
1-25-1936 
12- 1-1935 
12- 1-1935 
12- 1-1935 
12- 1-1935 
2-18-1938 
2-18-1938 
3-20-1937 
2-18-1938 


.sae 3+ 9-1938 


3- 9-1938 
11-30-1935 
11-30-1935 
10-27-1937 
11-29-1935 
2-28-1936 
2-28-1936 
2-28-1936 
l1- 5-1936 
6- 4-1937 
2-28-1936 
12- 1-1935 
12- 1-1937 
11- 8-1937 
5-29-1937 
4- 5-1937 
11-30-1935 
12- 1-1935 
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What Others Think 


Dr. Morgan on the State 
Of the TVA 


FOLLOWING months of obvious internal conflict within the TVA directorate, the 

recent 8,000-word statement of Chairman Arthur E. Morgan was generally regarded 

as almost certain to precipitate a congressional inquiry into TVA affairs. The full 
text of this important statement follows: 


s chairman of the Tennessee Valley 
Authority, I have been embarrassed 
by a conflict of responsibilities. On the 
one hand I have desired to support the 
New Deal program, and also the TVA 
program, in which I firmly believe, while 
on the other hand I have felt compelled 
to fight for certain decencies and pro- 
prieties in public life which are more im- 
portant to good government than any 
particular government program. The 
Berry marble case presents an instance 
of this difficulty. 

I first became aware of the seriousness 
of the Berry claims in June, 1936, on 
reading reports of geologists, marble ex- 
perts, and others to the effect that the 
claims were for millions of dollars, that 
the leases were without commercial value, 
and that the claims seemed to be an effort 
to exploit the government. 

I at once prepared a memorandum 
dated June 17, 1936, in which I brought 
these reports to the attention of the other 
members of the TVA board, and urged 
that no settlement be made until the pro- 
priety of the claims could be determined. 

Shortly afterward, on July 10, 1936, 
during my absence and without notifying 
me in any way, Dr. H. A. Morgan and 
D. E. Lilienthal entered into a friendly 
agreement with Major Berry to deter- 
mine the value of the marble, which by 
that time was mostly under water and in- 
accessible, without any inquiry as to 
whether there was evidence of bad faith. 

I vigorously and repeatedly protested 
this agreement, holding that it seemed to 
give color of propriety and legitimacy to 
what appeared to me to be an effort to 
exploit the government. 
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I also held that since the agreement 
was made during my absence and without 
notice to me, it was invalid. I also wrote 
Senator Berry on August 9, 1936, asking 
him to disclose the origin, nature, and 
amount of his claims. In that letter I 
said: 

Since you and I are in responsible posi- 
tions in the Federal administration, it is es- 
pecially necessary that these claims shall 
be so clearly understood, and that their han- 
dling shall be so open, that no reasonable 
criticism can be brought against either you 
or the TVA if the entire circumstances are 
fully understood. 

Because of your position in public life 
these claims cannot be handled simply by 
negotiation and bargaining. All information 
concerning your relation to the claims should 
be fully and freely given. 


I THEN proceeded to ask Major Berry 
a list of ten questions concerning the 
origin of the claims and his relation to 
them, and I added: 

In my opinion, the primary and most im- 
portant consideration in this matter is not 
the economic value of the deposits, but the 
propriety with which the matter is con- 
ducted. Under such circumstances I believe 
that all elements of bargaining and strategy, 
which would be recognized as legitimate be- 
tween private parties, must be subordinated 
to the most complete and open disclosure of 
all pertinent facts. 


Major Berry refused to furnish this 
information, though my request was re- 
peated again and again during the course 
of more than six months. 

Dr. H. A. Morgan and D.E. Lilienthal, 
the other board members, refused to sup- 
port me. 

From June 17, 1936, until February 
25, 1937, I continued to protest to the 
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board, both orally and in writing, against 
a friendly agreement of physical values 
where I felt that there was almost con- 
clusive evidence of bad faith. 

On February 25, 1937, Directors H. A. 
Morgan and D. E. Lilienthal, by board 
action, formally reaffirmed this friendly 
“conciliation agreement.” However, I 
continued to protest, and finally the ef- 
fort for friendly agreement without pub- 
licity was given up, and condemnation 
proceedings were instituted on May 18, 
1937. 

In their statement given to the press of 
December 22, 1937, immediately after 
my testimony in the Berry marble case, 
Dr. H. A. Morgan and D. E. Lili- 
enthal held that “the arrangement for Dr. 
Finch’s services (under the ‘conciliation 
agreement’) interposed no hindrance to 
pressing the issue of bad faith.” 

Directors H. A. Morgan and D. E. 
Lilienthal in their public statement say: 

The majority of the board were confident 
of the soundness of its own experts, but felt 
that this distinguished public servant (Dr. 

Finch, whose services were requested under 

the “conciliation agreement”) could be help- 

ful in securing a wholly impartial review of 
all expert opinions and facts. 


In protesting the agreement on Febru- 
ary 25, 1937, I wrote to the board: 


If the TVA board considers it advisable 
to secure the opinions of additional outside 
consultants, the same quality of consultation 
can be secured directly, without the in- 
volvements or implications of a contract for 
conciliation. 


Dr. Finch as “conciliator,” unfamiliar 
with the situation, was to be brought in 
when most of the land in question was 
flooded and totally inaccessible, and this 
after a considerable number of geologists 
and other foremost marble experts had 
carefully examined the property before 
it was flooded, and had declared it to be 
without commercial value. 

In their press release of December 
22nd the two board members state: 

Our counsel had presented facts indicating 
bad faith, facts previously own to any 
one connected with the Authority until dis- 
covered by our attorneys on the eve of the 


trial, after two years of tenacious investi- 
gation. 
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As a matter of fact, there had been 
no “two years of tenacious investigation” 
of bad faith by the TVA legal division, 
and the two directors had discouraged 
such investigation. 


HE majority TVA board members 
further state: 

No one connected with the Authority had 
any facts respecting bad faith on the part of 
the claimants at the time Dr. Finch was in- 
vited to aid the parties, nor until shortly be- 
fore the trial. Dr. Morgan so testified before 
the commission. 


I did not give such testimony, and in 
my opinion the facts fully known to 
every member of the TVA board since 
June, 1936, constituted strong, if not 
conclusive, evidence of bad faith—that 
is, of intent to hold up the government. 

Reports from engineers, geologists, 
and marble experts support this state- 
ment. Furthermore, on seven occasions 
in the course of as many months, usually 
by written memoranda, I personally pro- 
tested to the other board members. 

I avoided making any public statement 
concerning the claims until the afternoon 
of the day on which the condemnation 
hearing was to close, and when all pros- 
pects had passed that the other directors 
would take steps which, it seemed to me, 
were necessary to protect the public in- 
terest. 

The Berry marble case represents the 
kind of difficulty with which, as chair- 
man of the TVA board, I have been 
faced in the effort to maintain good 
standards of public service. Toa oo par f 
increasing degree I have contended wit 
an attitude of conspiracy, secretiveness, 
and bureaucratic manipulation, which 
has made the proper and effective con- 
duct of TVA business increasingly diffi- 
cult. 

During this period the public has been 
steadily and, I believe purposely, led to 
believe that the difficulties within the 
TVA have been due primarily to differ- 
ences as to power policy or to just an- 
other “family quarrel.” The real diffi- 
culty has been in the efforts to, secure 
honesty, openness, decency, and faitness 
in government. The Berry marble case, 
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A BREAK IN THE DAM 


as I have said, is an instance of this diffi- 
culty. 

I believe that the TVA can be a sound 
and very valuable contribution to govern- 
ment. I have no agreement with those 
who would cripple or destroy it. I believe 
that its major river control work, which 
until recently has been under my direc- 
tion, including dam construction up to 
and including power generation at the 
dam sites, is efficient, economical, and in 


the public interest, and that the remainder 
of the program can be made so; but only 
if the administration is honest, business- 
like, open, fair, and nonpolitical and de- 
voted wholly to doing the best possible 
job in the public interest. 


on Berry also issued a statement 
in the press of December 22, 1937. 
He took the position that his mineral 
leases were legitimate because they were 
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made before the passage of the TVA Act, 
which provided for construction of the 
Norris (Cove creek) dam. 

The fact is, the leases were taken when 
the construction of the dam was expected. 
The building of this dam had been con- 
sidered for ten years, and had been in- 
cluded in two acts passed by Congress, 
but vetoed by Presidents Coolidge and 
Hoover. 

At the time the leases were taken a 
change of administration seemed prob- 
able, and with that change the last ob- 
stacle to the construction of the dam 
would be removed. 

The fact remains that Senator Berry 
and his associates were parties to a num- 
ber of contracts with landowners, which 
specifically mentioned the probability of 
the flooding of the land, if and when the 
dam should be constructed, and which 
provided for a division of any money col- 
lected from the government. 

At least one of these contracts, per- 
sonally signed by Senator (then Major) 
Berry, and providing that he and his as- 
sociates should prosecute claims against 
the government, and should get about 
about two-thirds of whatever they could 
collect, was entered into as late as 1935, 
when the Norris dam-was nearing com- 
pletion. 

Senator Berry challenges my statement 
that claiming value for marble was an 
afterthought when other mineral pros- 
pects had evaporated. On -this point I 
should like to quote the direct statement 
of Major Berry from a public statement 
when he was a candidate for the Senate, 
in which he said: “We had no idea in the 
world when we began that there was any 
marble present.” There is other evidence 
to the same effect. 


By Be Senator further protested in his 
statement of December 22nd that 
none of his marble was sold by him and 
his associates to the government, but was 
sold to “fabricators.” A letter from Sen- 
ator Berry himself was introduced at 
the hearing, in which he states that he 
was endeavoring to sell this marble for 
use in a Federal post-office building. It 
was specified by Federal architects and 
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was used in Federal buildings. Marble 
“fabricators” purchase and prepare any 
marble specified by architects. 

The Senator upbraided me for stating 
that he and his associates had placed any 
definite value on their claims. in support 
of my statement I have reports made by 
TVA staff members after conferences 
with Senator Berry’s associates, in which 
definite amounts are mentioned, the claim 
on one of the several groups of leases 
being for $1,600,000. 

TVA staff members reported that 
while Major Berry’s representatives 
named definite sums in their conferences, 
they were careful not to state the amount 
of their claims in writing. 

Senator Berry holds that the agreement 
reached with the other two members of 
the TVA board, for a friendly “concilia- 
tion” as to the value of the marble, which 
was made over my repeated and vigor- 
ous protest, was “a sacred, binding agree- 
ment,” and he charges me with having 
blocked that “sacred” agreement. 

In my opinion, a “friendly” agree- 
ment, in the face of what seemed to me 
to be an obvious intent to exploit, was 
not a good public policy, and lacked sev- 
eral degrees of being “sacred.” After 
more than six months of protest I finally 
succeeded in having the “conciliation 
agreement” canceled. 

Senator Berry accuses me of delaying 
condemnation, whereas the contrary is 
the case. Senator Berry desired a friend- 
ly settlement; the legal division of the 
TVA, of which Director Lilienthal was 
the head, as general counsel, postponed 
condemnation ; and then the two direc- 
tors, over my protest, undertook a friend- 
ly settlement, in the face of obvious in- 
tent to exploit the government. 

I have not discussed Senator Berry’s 
other extended uncomplimen re- 
marks concerning myself. However, it 
is interesting to recall a letter written to 
me by Mr. Berry on May 23, 1936, a few 
weeks before I protested against the set- 
tlement with him. The letter is as follows : 


My dear Dr. Morgan: : 
I cannot begin to tell you how thoroughly 


happy I am over the announcement that i 
will continue with the Tennessee Valley Au- 
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thority as chairman, notwithstanding news- 
paper comments to the contrary. 

I have said to the President repeatedly 
and to others that I knew of no man who 
possessed the vision and the courage who 
could have successfully undertaken the great 
Tennessee valley project outside of your 
own good self. It is a great task, and you and 
your associates are deserving of the highest 
commendation. 


The TVA deserves a fair and open 
hearing, which is full and impartial with 
nothing hidden, and without predilection 
for or against any person or against the 
TVA itself. The investigating body 
should be provided with sufficient funds 
to make possible a first-hand examination 
of the obscure financial records of the 
power program, and of all other impor- 
tant phases of the TVA which come into 
question. 


The fertilizer policy, for example, was 
adopted without being disclosed to the 
TVA board, and no impartial technical 
appraisal and report of the fertilizer pro- 
gram ever has been made to the board or 
to the public. 

It would seem that such an investiga- 
tion could best be conducted by a joint 
House and Senate committee on which 
all important attitudes toward the TVA 
would have adequate representation. 

The TVA is important not only for 
itself, but because it represents a case of 
a new form of government organization, 
and also because it represents one policy 
with reference to the power industry, 
and a diametrically opposite policy to- 
ward the fertilizer industry. It is impor- 
tant not only for itself, but as a type of 
governmental method and attitude. 





Memorandum in Reply 


THE memorandum of Harcourt A. Morgan and David E. Lilienthal criticizing 
Chairman Arthur E. Morgan of the Tennessee Valley Authority, made public 


March 4th at the instance of President Roosevelt, follows: 


I 


GC iw board of directors of the Ten- 
nessee Valley Authority is respon- 
sible for an extensive and, in some re- 
spects, unique project for planned con- 
servation and use of natural resources. 
In 1933, when this project was set in 
motion, there were few guideposts for 
the administration of the enterprise. Its 
future course was largely uncharted. To 
carry out this undertaking there was as- 
sembled a staff of thousands of trained 
men and women of scores of professions 
and occupations, drawn from all parts of 
the country and selected solely on the 
basis of merit. This staff has done a job 
of which Americans can be proud. 
From its creation in the summer of 
1933 until the spring of 1936 the Ten- 
nessee Valley Authority was guided by 
a board whose every corporate action 
was by unanimous vote of all three 
directors. Since the spring of 1936, how- 
ever, the Authority’s work has been ac- 
complished in spite of the repeated fail- 
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ure of Arthur E. Morgan to accept and 
coéperate in carrying out provisions of 
law and board decisions. Much that has 
been accomplished since the spring of 
1936 has been in spite of Mr. Morgan’s 
continued efforts to obstruct board deci- 
sions with which he disagreed. For more 
than a year, as a consequence, the un- 
dersigned majority of the board of 
directors have been compelled to assume 
responsibility for the project. 


II 


EF pocorn and differences of 
opinion are not objectionable of 
themselves. In a democracy, such differ- 
ences of opinion form the basis of the 
essential discussion which precedes de- 
cision on policy—a decision made by the 
majority. Wide differences of viewpoint 
on public affairs have always existed, and 
sharp and distinct differences between 
public officers have characterized the 
most wholesale periods in American de- 
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velopment. This is particularly true 
where, as in this project, many of the 
problems have been new to public ad- 
ministration. 

The process of accommodating con- 
ficting views on particular issues is 
characteristically democratic. It roots 
from the conviction that in the give and 
take of discussion among independent 
men where viewpoints must be urged 
and defended on the basis of reason, the 
net result will be adjustment, reasonable- 
ness, consideration of other viewpoints 
than one’s own, the elimination of per- 
sonal bias or personal ambition—a 
weighing and sifting and adjustment 
from which emerges a decision and ac- 
tion. 

These considerations apply with pecul- 
iar force to men acting jointly, whether 
they be the board of directors of a pri- 
vate business or of a public enterprise, 
such as the Tennessee Valley Authority. 
Where men are responsible collectively 
for the making and carrying out of de- 
cisions affecting public and private 
affairs, if they are worthy of the trust 
and confidence placed in them by their 
appointments, they are quite likely to see 
problems from different points of view. 

Expression of disagreement, however 
vigorous and determined, is desirable. 
After a decision has been made, however, 
efforts by a minority to obstruct and sub- 
vert the decision of the majority are con- 
trary to the principle of majority rule, 
and hence contrary to the “morals of 
democracy.” After differences of view- 
point have been expressed and weighed 
and a decision has been made, an obliga- 
tion rests upon those whose views did not 
prevail to accept the decision of the ma- 
jority in good spirit, without rancor and 
without personal feeling. 


III 


HE present situation in the board of 

directors of the Tennessee Valley 
Authority presents a clear-cut issue re- 
specting this democratic principle. That 
issue may be stated in this way: When a 
board of public trustees, after weighing 
differing points of view, and after the 
fullest board discussion, has reached a 
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conclusion by a majority vote, how far 
may the dissenting public trustee, while 
still continuing to hold office, properly 
carry his opposition to these board de- 
cisions ? 

We believe the following methods of 
opposition, which are among those em- 
ployed by our associate since the spring 
of 1936, fall outside permissible limits : 

It is not permissible, as Arthur E. 
Morgan has done repeatedly in published 
statements, to attack the personal mo- 
tives and good faith and impugn the in- 
tegrity of his associates on the board, 
not upon the basis of direct charges but 
by innuendo, indirection, and aspersion. 

It is not permissible for Arthur E. 
Morgan, as an expression of disagree- 
ment, to engage in unsupported attacks 
upon the integrity, professional ethics 
and competence of key members of the 
staff, and to harass and interfere with 
them while they are carrying out duties 
resulting from decisions duly arrived at 
by a majority of the board of directors. 

It is not permissible for the chairman 
of the board, after board action has 
been duly taken, to fail and refuse to 
carry out explicit action taken by the 
board. 

It was not permissible for Arthur E. 
Morgan to cooperate with a utility execu- 
tive in the preparation of a memorandum, 
the express purpose of which was to 
show that a particular decision of the 
board was wrong and activated by im- 
proper motives. 

It was not permissible for Arthur E. 
Morgan to collaborate with the former 
chief engineer of the Insull utility sys- 
tem in the preparation of a detailed 
recommendation on power pooling 
policy, which report proposed evasions 
and violations of the TVA Act; nor was 
it permissible, during negotiations, for 
him to permit such report to be made 
available to the utiliites. 

Such methods of expressing disagree- 
ment with the act and with majority de- 
cisions of the board, as have been em- 
ployed by Arthur E. Morgan, are not 
permissible. Such methods are wrong 
because they violate the democratic prin- 
ciple of majority rule. They violate a 
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spirit of good sportsmanship in public 
affairs: One should be a good loser in 
matters of opinion as well as in sports. 

We believe these methods to be wrong 
because they are not designed to persuade 
but to obstruct and discredit the carrying 
out of the law and of decisions duly 
reached after fair consideration. 

And, finally, we believe Dr. Morgan’s 
methods are wrong because the doctrine 
of “rule or ruin” cannot exist alongside 
the doctrine of majority rule and minor- 
ity responsibility. 
MAR. 31, 1938 


IV 


| “HE Tennessee Valley Authority was 
created by Congress to construct 
and administer a system of essential pub- 
lic works, to lay plans for public de- 
velopment, and in other ways to carry on 
executive functions of the government 
in an area affecting millions of people. 
The Authority was created as a public 
corporation in order that it might be, in 
the language of the President’s message, 
“clothed with the power of government 
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but possessed of the flexibility and initia- 
tive of a private enterprise.” The admin- 
istration of the corporation was vested in 
a board of directors consisting of three 
members, appointed by the President and 
confirmed by the Senate, of which one 
member was to be designated by the 
President as chairman. 


individual member of the board, 
nor upon the chairman, but “the board 
shall direct the exercise of all the powers 
of the corporation” [Sec. 2 (g)]. The 
charter of TVA is the act of Congress. 
The members of the board have no 
authority to act outside that charter, or 
to give expression, in their official acts, 
to views inconsistent with that charter. 
The TVA Act was the product of pub- 
lic debate extending over more than a 
decade. Its enactment was a decision 
upon issues which had been highly con- 
troverted. Congress recognized that the 
act involved controversial issues of 
policy, and that its execution could be 
subverted unless the administrators were 
in sympathy with the act and its pur- 


N°? authority was conferred upon any 


poses. Section 2 (h) of the act provides, 


therefore, that “all members of the 
board shall be persons who profess a 
belief in the feasibility and wisdom of 
this act.” 


the board of directors have come, 
in the past four and one-half years, 
a host of difficult problems for decision. 
Throughout, the board has encouraged 
a full discussion at its meetings of all of 
these problems, from the varying points 
of view of the three directors. On most 
questions unanimous agreement has 
been readily obtained. On some impor- 
tant questions unanimous agreement was 
naturally difficult. But whether there 
could be unanimity, action there must 
be, for the Tennessee Valley Authority 
is not a debating society but an executive 
agency. A decision must be reached. A 
considerable number of important de- 
cisions since the spring of 1936 have 
been made not unanimously but by a ma- 
jority of the board. The act authorizes 
action by such majority. 


431 


V 

W: have set out above types of ac- 

tion taken by Arthur E, Morgan 
which we regard as methods of express- 
ing disagreement which are not permis- 
sible. The principles we regard as gov- 
erning the expression of disagreement 
are as follows: 

1. Harmony and unity in carrying 
forward the unique and challenging re- 
sponsibilities of the Tennessee Valley 
Authority ought to be the dominant con- 
sideration. Therefore, each member of 
the board should make an honest, whole- 
hearted effort to find some basis of agree- 
ment by adjustment of his views with 
those of his associates when the two do 
not coincide. Discussion, conciliation, 
and adjustment of views, with a real 
effort to see the viewpoint of one’s col- 
leagues, should pervade the councils of 
the Tennessee Valley Authority. The 
undersigned have never sought to limit 
discussion or dissent within the forum 
provided by meetings of the board. 

2. No member should be prompted by 
personal considerations, by efforts to dis- 
credit an associate, nor by any other ob- 
ject than to carry out the duties imposed 
by law and his oath of office. 

3. If a member of the board finds 
that after open-minded consideration of 
conflicting views he is unable to concur 
with a majority of his associates, it is his 
privilege and duty to state that fact upon 
the minutes of the board. 

4. If a member of the board under 
these circumstances regards the expres- 
sion of his dissent as important he has 
the unquestioned right to direct a memo- 
randum to the board, recording fully and 
frankly why he is unable to concur.. Such 
a mem«randum should be a discussion 
of facts and principles and not an ill- 
tempered attack upon motives, nor should 
it deal in mere personalities. 

5. A member of the board who is in 
the minority with respect to a particular 
decision has, we believe, the privilege to 
continue to urge upon his associates, in 
meetings of the board, a revision or re- 
versal of their decision. The majority of 
the board should always be ready to con- 
sider, respectfully and with an open 
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mind, any new reasons advanced or a 
renewal of reasons theretofore expressed 
by the minority member, why the deci- 
sion reached should be revised in line 
with the contentions of the minority 
member. 

Upon a number of important occa- 
sions, upon reconsideration within the 
board made at the request of a member 
who was in the minority, revisions and 
changes of policy and administration 
have been made in this way. In our 
opinion, there should be no effort to 
foreclose any issue so far as discussion 
within the board is concerned, simply be- 
cause it has once been decided, within 
the limits, of course, of reasonable allo- 
cation of time and energy of the board in 
reconsidering decided questions. 

6. Having failed to persuade his col- 
leagues to his viewpoint, no member of 
this board may obstruct the work of the 
board, as Arthur E. Morgan has done. 


VI 

HERE have been many instances in 

American public life in which a pub- 
lic officer, having been unable to per- 
suade his colleagues or his superiors to 
his own views, has retired to private 
life and, standing up as a private citizen, 
has continued to contest and seek to up- 
set a policy with which he disagreed as 
a public officer. To this there can be no 
possible objection. 

If, however, he remains as an execu- 
tive officer of an agency with the deci- 
sions of which he is out of sympathy, an 
obligation rests upon him not to use his 
vantage point as an executive to obstruct 
the carrying out of determined policies. 

These limits upon the expression of 
disagreement have been transgressed re- 
peatedly since May, 1936, by Arthur E. 
Morgan. Throughout, with one excep- 
tion, we have maintained silence in the 


face of this extreme provocation, in the 
hope that tolerance would lead ultimately 
to unity and loyalty. In this we have 
been disappointed and rebuffed. 

Arthur E. Morgan has increased both 
the scope and intensity of his attack upon 
majority action until, in recent months, 
this opposition and obstruction have oc- 
cupied virtually his entire time, even to 
the exclusion of his attendance upon 
board meetings. 


VII 


g & promote unity and avoid dissen- 
sion, we have acquiesced and 
agreed to some of Arthur E. Morgan’s 
proposals which both of us thought were 
impractical, immature, and confused. 
Once these decisions were made, we sup- 
ported them in common with all other 
decisions. To yield one’s own judgment 
and opinion is at times the price of har- 
mony and unity in collective judgments. 
But there should be no misunderstand- 
ing on this score: so long as we are 
members of this board we will never 
permit any private agency to secure a 
monopoly over the public power re- 
sources of this river. This we have re- 
sisted against plausible and high-sound- 
ing schemes and efforts both from 
without and from within this board. We 
propose to continue to do so. To sur- 
render this principle and thereby violate 
the law and our oath of office is too high 
a price to pay for internal harmony. 
The undersigned majority of this 
board, with the continued aid of a loyal, 
devoted staff, propose to continue to 
carry this project forward in accordance 
with the law which constitutes its charter. 


Harcourt A. MorGAn, 
Vice Chairman. 


Davin E, LILienTHAL, 
Director. 





“THE private power companies have enough power, pies 40 per cent ad- 


ditional, to furnish all the power that the people in t 
need, yet we are today constructing at 


ington, Oregon, and a 


ose states (Wash- 


Bonneville and Grand Coulee facilities that will furnish more power 
than all the present utilities put together can furnish in that locality at 


the present time.” 


Rosert F. Ricu 


U.S, Representative from Pennsylvania. 
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The March of 
Events 


FCC Votes Radio Inquiry 


HE Federal Communications Commission 

on March 18th voted to investigate 
“monopolistic tendencies” and other social 
and economic aspects of the billion-dollar radio 
broadcasting industry. 

The order for the inquiry, listing 13 objec- 
tives, was introduced by Chairman Frank R. 
McNinch and accepted by a 6 to 1 vote. A 
similar resolution proposed by Commissioner 
T. A. M. Craven was not acted upon. 

The investigation will go into practices or 
agreements in restraint of trade or furtherance 
of monopoly in connection with chain broad- 
casting, as well as a thorough study of the 
competitive practices of chain stations com- 
pared with the independents. 

The dissenting vote was cast by Commis- 
sioner George Henry Payne, who said he 
favored such an investigation but believed 
Craven’s resolution was more “comprehensive 
and calculated to be more effective.” 

Craven proposed an inquiry by three com- 
missioners not previously connected with the 
agency’s broadcasting division, thus restricting 
it to himself, Payne, and Paul A. Walker. 

The investigation, participated in by the 
whole commission, was to begin immediately 
with a study to include the following: 

Contractual rights and obligations of sta- 
tions engaged in chain broadcasting in con- 
nection with their network agreements. 

Extent of control of programs, advertising 
contracts, and other matters exercised in 
practice by stations engaged in chain broad- 
casting. 

Nature and extent of network duplications 
by stations serving the same area. 

Contract provisions in network agreements 
which call for exclusive affiliation with a single 
network, and provisions restricting networks 
from affiliation with other stations in a given 
area, 

Extent of exclusive coverage in any service 
area by single chains or networks. 

Program policies adopted by the various na- 
tional and other networks and chains, regard- 
ing the character of apn eae diversification 
and accommodation of program characteristics 
to the requirements of the area served. 

The rights and obligations of stations en- 
gaged in chain broadcasting so far as adver- 
tisers having network contracts are concerned. 
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Ouster Attempt Expected 
Against TVA Chairman 


| peer ety his continued refusal to present 
evidence at a White House inquiry on the 
TVA controversy, Chairman Morgan was, on 
the afternoon of March 21st, ordered to “re- 
tract or resign” within twenty-four hours by 
President Roosevelt. The former, at a press 
conference held later that afternoon, ex- 
plained his view that a congressional investi- 
gation would be necessary. 

Charged by President Roosevelt with “con- 
tumacy,” Chairman Morgan had failed to 
satisfy the President’s demands that he 4 
Sperate” in the White House fact-finding 
quiry into the directors’ quarrel, which” ‘eed 
cracked open the TVA. Chairman Morgan had 
been given until 1:30 p. m. March 21st as a 
deadline for the production of evidence satis- 
factory to the President to support his charges 
against his colleagues. 

The President on Friday, March 18th, had 
ss poe pone Morgan to answer simply 

“yes” ” to the question whether he would 
Rr Racy is the presidential investigation. 
The President said at that time: 

“On the face of the record as it stands today 
the charges of the other directors, that Chair- 
man Morgan has obstructed and sabotaged the 
work of the Tennessee Valley Authority, 
must be accepted as true, Chairman Morgan 
having refused to offer testimony in denial of 
the charges. 

“On the record as it stands today Chairman 
Morgan has shown by his refusal to answer 
questions relating to any facts which he may 
have relied on at the time of making charges 
of dishonesty and want of integrity against hi 
fellow directors, that, on the record as it stands 
today, he is guilty of contumacy in his refusal. 

“Therefore, as the case stands today, no 
further evidence can be brought out today be- 
cause of the attitude of Chairman Morgan, 
and, secondly, on the evidence which has been 
presented, and on the refusal to submit evi- 
dence on the part of Chairman Morgan, some 
action must be taken in the public interest.” 

The latter phrase was taken as an indi- 
cation that since the chairman persisted in 
refusing to codperate, the President would 
attempt to oust Morgan if he should refuse to 
resign. 
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FPC Lists Rate Variations 


WW” differences in the charges for iden- 
tical quantities of electric energy were 
shown in the report issued on March 9th by 
the Federal Power Commission. The study 
covered typical net monthly bills, and the 
rates charged as of January 1, 1937, to resi- 
dential, commercial light, commercial power, 
and industrial consumers in cities of 50,000 
population or more in the United States. The 
commission said: 

“The range from the lowest to the highest 
residential bill for the same quantity of energy 
in every case is more than 100 per cent and 
often exceeds 200 per cent. The highest dif- 
ference in residential bills shown in this re- 
port is 252 per cent, which is the difference 

etween the $3.62 bill rendered - of 250 
kilowatt hours in Tacoma, Wash., by Ta- 
coma’s municipal system, and the Mao 5 bill 
rendered users of the same amount of ener. 
in the Borough of Queens, New York city, o 
the Queens Borough Gas and Electric Com- 
pany. 

The report said that the commission, as in 
previously published reports showing typical 
bills, made no attempt to determine the rea- 
sonableness or unreasonableness of the rates 
shown, nor does it discuss the factors that 
affect rate levels. 

About 49 per cent of all residential cus- 
tomers in the United States are included in 
191 cities whose rates are listed in the report, 
and the combined population of these cities 
amounts to about 38 pe r cent of the country’s 
population. 

The report said that the amount of differ- 
ence between the lowest and highest resi- 
dential bills for specified quantities of electric 
energy was reduced considerably between 
January 1, 1935, and January 1, 1937, the de- 
creases in range having been caused ‘in every 
case by reductions in the highest bills rather 
than by increases in the lowest bills. 


Ends PWA Injunctions 


THREE-judge District of Columbia Federal 
court on March 8th dissolved four pre- 


liminary injunctions restraining the Public 
Works Administration from granting funds 
to municipalities for power projects. 

The injunctions were those of the Metro- 
politan Edison Company, the Tennessee Elec- 
tric Power Company, and the Kentucky- 
Tennessee Light and Power Company. The 
latter concerned two separate power projects. 


TVA Charged with Illegal 
Spending 


T= comptroller general’s office at Wash- 
ington recently challenged the legality of 
almost $5,000,000 of expenditures made be- 
tween 1933 and 1936 by the Tennessee Valley 
Authority’s three-man directorate. 

The disbursements were investigated in con- 
nection with the Fa > ergy of audits for 
Congress and the President. According to an 
official in the comptroller’s office, only $128,- 
635 of the total has been “recovered.” 

The disclosure came amid clamor in Con- 
gress for an inquiry into the New Deal’s 
yardstick power agency and concurrent with 
a bitter feud between TVA Chairman Arthur 
E. Morgan and his co-directors, David E. 
Lilienthal and Harcourt A. Morgan. 

A report under completion by the comp- 
troller general’s office showed that for the 
fiscal year which ended June 30, 1934, $2,013,- 
326 in expenditures was challenged and that 
audits for the two succeeding years brought 
the total to $4,748,505. 

Some of the contested items included un- 
authorized employment of workers; payment 
of transportation to persons not employed; 
purchase, at fancy prices, of livestock slaugh- 
tered later for food; and reputed illegal as- 
signment of government contracts to munici- 
palities. 

One item challenged was a $10,000 pa 
to a public accountant to audit the TV A's 
cash accounts despite the fact that the job 
was assigned to the comptroller general’s 
office. 

Meantime, the interdirectorate fight was be- 
coming an increasingly controversial issue in 
Congress. 


Arizona 


Gas Rate Cut Ordered 


HE state corporation commission recently 

issued an order reducing gas rates of the 
Tucson Gas, Electric Light and Power Com- 
pany $25,866 annually. The commission dis- 
closed, however, that the new rate schedule 
would not affect 31 ,385 of the 78,182 bills is-. 
sued annually by the utility. It was explained 
that the 31,385 bills which go to small con- 
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sumers were not affected, because Tucson has 
the lowest minimum rate in the state. 

Charles Beck, utility rate engineer for the 
commission, called the commission’s attention 
fo that situation when an effort was made 
early this month to settle the long controversy 
over the gas rates. Mr. Beck proposed an 
alternate rate in which all consumers of gas 
in Tucson would receive a reduction. It was 
not accepted, 
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The rate schedule was voluntarily presented 
by the utility. A citizen’s committee from 
Tucson and representatives from the Tucson 
Gas, Electric Light and Power Company ap- 

red before the commission to agree upon 
the rate schedule and the annual reduction. 


The ae neg ee was accepted by the com- 
mission, but in an ensuing argument, launched 
by B. G. Thompson, Tucson city attorney, the 
utility withdrew its offer. e argument 
began over setting of a valuation figure on 
the utility’s gas plant and equipment. 


Arkansas 


Gas Proposal Shelved 


T= utility committee of the city council 
of Little Rock decided to hold in abey- 
ance recently a proposed ordinance to prohibit 
the Arkansas-Louisiana Gas Company from 
charging a 50-cent monthly service charge. 
The proposed ordinance, introduced at the 
council meeting on February 28th by Alder- 
man A. Olive, was consigned to the com- 
mittee’s files. 

The action was taken after Thomas Fitz- 
hugh, chairman of the state utilities com- 
mission, told the committee that an investi- 
gation under way by the commission probably 
would be completed by October. Mr. Fitz- 
hugh said that if findings bear out estimates, 
a $500,000 rebate to consumers would be 
ordered, retroactive to January 1, 1938. 

He said he was opposed to passage of: the 
proposed ordinance because he believed it 
would interfere with the commission’s investi- 
gation. He also questioned the city council’s 
jurisdiction. 


Municipal Plant Rates Reduced 


LECTRIC current rates in the Forrest City 
residential area were to be reduced an 
average of 11 per cent, and commercial and 
business rates cut an average of 12 per cent, 
effective March 20th, following adoption of a 
new rate schedule by the city council early 
this month. 

The rates were suggested by Henry Mentz, 
public utilities consulting engineer of New 
Orleans, following his recent study of the 
municipally owned plant in Forrest City. In 
some instances reductions will be as much as 
25 per cent. In addition, the city, beginning 
May Ist and continuing through October Ist, 
will bill all water in excess of the minimum at 
20 cents per hundred cubic feet, giving con- 
sumers a reduction of about 40 per cent. 

Instead of six rates formerly maintained 


by the plant, only four were to be in effect 
after March 20th. The most used rate, that 
which includes domestic and residential com- 
bined lighting, refrigeration, cooking, and 
water heating will be be 7 cents per kilowatt for 
the first 50 kilowatts ; 4 cents per kilowatt for 
the next 50 kilowatts ; 2% cents per kilowatt 
for the next 1,000 kilowatts, and in excess of 
that amount, 2 cents per kilowatt. 

The new rates for combined commercial 
and business lighting with small power are 
7 cents per kilowatt for the first 100 kilo- 
watts; 6 cents per kilowatt for the second 
100; 5 cents per kilowatt for the next 200; 
23 cents per kilowatt for the next 600; 2 
cents per kilowatt for the next 1,000, and in 
excess of that amount 14 cents per kilowatt. 

An injunction suit appeared likely when a 
consumers committee on March 3rd filed a 
resolution protesting the rate schedule. The 
committee advised the council that the new 
rates “are unsatisfactory and if continued in 
force without further consideration will of 
necessity force consumers and taxpayers to 
the only remaining remedy of injunction 
against excessive rates.” 


New Phone Hearing Asked 


HE Southwestern Bell Telephone Com- 
any petitioned the state utilities com- 
mission recently for a rehearing of an order 
issued February 21st for the company to re- 
adjust its rates to hotels so as to effect sav- 
ings totaling $9,905.90 annually to the hotels 
of Arkansas. No date for hearing was set. 
Reasons advanced for the rehearing in- 
cluded contentions that the commission had 
sought to regulate the company’s income in- 
stead of its rates, that the per cent of depreci- 
ation of hotel telephone equipment accepted 
by the commission was far too small, and that 
the readjustments would not allow a reason- 
-_, profit for certain telephone service to 
otels, 


Florida 


Company Books Ordered 
Opened 


Case Judge H. F. Atkinson on March 
12th granted an alternative writ of man- 
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damus requested by the city rs Miami under 
which the Florida Power & Light Company 
must either allow its books to be audited by 
city representatives to ascertain whether there 
are rate discriminations or show cause why 
the audit should not be carried out. 


MAR. 31, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


The city’s petition, filed on March 12th, was 
authorized by the city commission ten days 
previous. After setting out in full the powers 
contained in the city charter, the history of 
the present rate controversy, and corre- 
spondence between the company and the city, 
the suit charged a great many instances of 
discrimination exist in rates to consumers, in 
connection with which it was claimed the city 
itself was discriminated against. 

The purpose of the audit, according to the 
suit, was to discover “whether or not the ac- 
counts and records of the Florida Power & 
Light Company are being kept in accordance 
with the classification of accounts prescribed 
by the city of Miami; whether there is any 
contract or contracts between the company 
and any consumer of electricity in the city 
of Miami that would be discriminatory ; 
whether the company has indulged in any 
practices or activities whereby rebates, re- 
funds, special discounts and other advantages 
have been given to any of its customers, con- 


trary to and against the law and provisions of 
the city charter.” 

The rate investigation was instigated by 
the city commission, three members of 
are presently under indictment on charges | 
alleged bribery concerning a compromise of 
the city’s rate controversy with the Florida 
Power and Light Company. 


Voted New Franchise 


eer ~ of St. Augustine voting in a munic- 
ipal election on March :lst approved 
granting a new franchise to the Florida Power 
and Light Company. The vote stood 1,652-in 
favor of granting the new franchise, and 942 
opposed. The total of 2,594 ballots cast repre- 
sented slightly more than half the qualified 
voting strength of the city. 

The franchise had been given the approval 
of the city commission before it was sub- 
mitted to the people for ratification at the 
polls, 


Kansas 


Municipal Plant Case Denied 


HE U. S. Supreme Court on March 14th 
denied review of the suit of the Kansas 
Gas & Electric Company against the city of 
McPherson, Kansas, to enjoin the city from 
supplying electric energy generated by its 
municipally owned power plant to consumers 
in nearby communities where the company 
has been supplying electricity for many years. 
The company contended that the state law 
exempting municipally owned plants from the 
necessity of acquiring a certificate of con- 
venience and from other provisions of the 
state public utility laws was unconstitutional 
as applied to this case. 
The court dismissed the appeal for ‘ 
of a substantial Federal question.” 


‘want 


New Rates Save Farmers 


roo of south central and southeastern 
Kansas serviced by the Kansas Gas & 
Electric Company would receive material re- 
ductions in power and light rates under a new 
rural schedule filed by the power company 
early this month. The new rates posted with 
the state corporation commission reduce the 
minimum from $6 to $4 a month where there 
is an average of three patrons per mile. 

he new rates will mean a saving of from 
$16,000 to $20,000 a year, it was claimed. The 
service will include Kansas Gas & Electric 
patrons in rural sections of Butler, Cowley, 
Crawford, Elk, Harvey, Kingman, Labette, 
Marion, McPherson, Montgomery, Reno, 
Sedgwick, Sumner, and Wilson counties. 


Missouri 


Gas Company Appeals 


A appeal to the U. S. Supreme Court 
was granted to the Laclede Gas Light 
Company of St. Louis by the state supreme 
court on March 4th in the valuation and rate 
reduction case decided last June. The petition 


was filed by Robert W. Otto, chief counsel 
for the company, and George C. Willson and 
Walter Sloat, attorneys. 

The decision of the state supreme court af- 
firmed the ruling of the state public service 
pp onan —- valuation of the property 
of the company for rate-making purposes at 
$39,000,000 and ordering a reduction of 6 per 
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cent in the rates of the company for com- 
mercial and domestic purposes. 

It was explained by Chief Counsel Otto 
that if the compromise agreement between the 
city of St. Louis and the company pending 
before the commission were ro pg et re os 
body in its entirety, the appeal to the U 
Supreme Court would be dismissed. 


ba Right to Erect Plant 


Ti S. Circuit Court of Appeals on 
March 7th affirmed oe ruling of Federal 
Judge Otis at Kansas City denying the Mis- 
souri Public Service Corporation’s suit to 
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prevent the city of Trenton from constructing 
and operating a municipally owned electric 
power plant. 

The plant, since the ruling of Judge Otis 
April 3, 1937, has been completed and placed 
in operation. A bond issue of $250,000 was 
voted for its construction. The utility charged 
the contract for the construction was unlaw- 
ful in that bids were advertised in a paper 
having less than 50,000 circulation and Mis- 
souri products were not specified. 


- 


The opinion was rendered by Judge John 
B. Sanborn and concurred in by Judges A. K. 
Gardner of Sioux City, S. D., and Seth 
Thomas of Cedar Rapids, Ia. 

The town of Thayer on March 9th also won 
a court test involving its right to erect a munic- 
ipal light plant. Taxpayers, including the 
Arkansas-Missouri ower Corporation, 
which supplies the city with light, had insti- 
tuted a suit against the town and the Fair- 
banks Morse Company. 


Nebraska 


City Right Upheld 


p= Judge Spear of Fremont upheld 
on March 8th the constitutionality of 
S. F. No. 25 of the 1935 legislature, giving 
cities in Nebraska the power to build or ac- 
quire light and power plants by pledging fu- 
ture earnings. 

Fred Drummond brought suit as a taxpayer 
to test the validity of the act, and William 
Henggler and the Northwest Public Service 


Company, the latter operating a plant at 
Columbus, intervened. It was said this was 
the first court ruling on constitutionality of 
the suit. 

The city of Columbus had voted in 1936 to 
acquire a power plant of its own. E. B. Perry 
of Lincoln, counsel for the city, said: 

“This decision confirms cities in their right 
to own light and power plants, even where 
privately owned plants are operating. There 
is no such thing as an exclusive franchise.” 


New York 


Rural Lines Extended 


HE 800 miles of new rural electric dis- 

tribution lines which the Niagara Hudson 
Power Corporation expects to construct in 
New York state this year, when added to the 
13,800 miles of rural lines already operated, 
will complete about 93 per cent of the lines 
required to fully serve the territory traversed 
by the Niagara Hudson companies and classi- 


fied by the New York State Planning Board 
as suitable for permanent agricultural use. 

In announcing the system’s 1938 rural elec- 
trification program recently, A. H. Schoell- 
kopf, president of Niagara Hudson, stated 
that the companies had completed 4,066 miles 
of rural electric lines in the past three years 
and, at the end of 1937, were serving 40,318 
farms and approximately 142,500 nonfarm 
customers in rural communities. 


. 
North Carolina 


Forest. These municipalities buy their power 
from the Carolina Power and Light Company, 
and then resell it to the customers living in 
their midst. 


Cuts Rates to Towns 


be. Carolina Power and Light Company, 
which has its headquarters in Raleigh, re- 
cently announced through Stanley Winborne, 
state utilities commissioner, a reduction in 
its rates, but cuts apply only to the municipali- 
ties owning and operating their own power 
plants. The reduction did not affect mercan- 
tile and residential customers in Raleigh, who 
buy direct from the Carolina Company. 

The new schedule, which was agreed upon 
by Commissioner Winborne and Louis V. 
Sutton, president of the power company, will 
save about $36,000 annually for the municipali- 
ties of Apex, Clayton, Fayetteville, Fremont, 

Grange, Laurel Hill, Laurinburg, Lumber- 
ton, Pinehurst, Selma, Smithfield, and Wake 
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Gas Rates Slashed 


ey rate reductions of $35,000 a year to 
17,855 customers of the Duke Power 
Company in 10 North Carolina cities were 
approved by the state utilities commission re- 
cently. Chairman Stanley Winborne, in a 
statement announcing the reductions, said : 
“These reductions were not made on account 
of excess profits made by the Duke Company, 
because they made only $610.96 on their gas 
lants in North Carolina last year. But the 
uke Power Company realizes it is under 
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obligation to its customers who have bought 
gas appliances to give rates somewhat com- 
parable with electric rates.” 

Cities in North Carolina affected by the 
reductions were: Charlotte, Winston-Salem, 


Greensboro, High Point, Burlington, Mt. 
Airy, Salisbury, Spencer, East Spencer, and 
Graham. 

On a percentage basis, the cuts totaled 4 
per cent, Mr. Winborne said. 


Pennsylvania 


Change in Records Ordered 


Ti state public utility commission on 
March 4th ordered all electric utility com- 
panies with annual operating revenues in ex- 
cess of $25,000 to conform with a new uniform 
system of accounts prescribed by the com- 
mission. 


The ruling requires the utilities to keep 
perpetual inventories of all property on their 
account books, based upon the original cost 
of property units. 

The commission indicated it expects the 
standard bookkeeping system to reduce time 
required for proceedings in rate investigation 
cases. 


South Carolina 


Duke’s Rates Reduced 


sErs of electricity from the Duke Power 

Company in 13 South Carolina counties 
benefited from a new reduction in rates 
agreed to recently by the company and the 
state public service commission. The new rates 
mean, it was announced, a total saving per 
year for customers in the state of $303,000. 


Simultaneously it was announced at Raleigh 
that Duke rates in North Carolina would ' 
reduced to the extent of $838,000. 

Customers in the following South Carolina 
counties will be affected : Greenwood, Laurens, 
Anderson, Pickens, Union, Lancaster, New- 


berry, Oconee, Greenville, Spartanburg, Ches- 
ter, and York. 

The proposal of the Duke Company to make 
reductions came while the state nO serv- 
ice commission was waiting to decide what it 
would do as a result of the findings of its 
engineers and accountants, made in a long 
investigation of Duke properties. 

The $303,000 reduction in electric rates was 
classified as: residential rates, $68,000; com- 


mercial lighting, $81,000; water heating, $2,- 
000; textile, small power concerns, and mu- 
—— which buy and sell power, $152,000. 

he new residential rate was announced as 
80 cents for the first 10 kilowatt hours a 
month ; 4 cents for the next 40 kilowatt hours; 
2.5 cents between 50 and 130 kilowatts, and 
2 cents for over 130. 


Get Gas Cuts 


EDUCTION in the gas rates for the cities of 
Greenville, Spartanburg, and Chester 
were announced recently by the state public 
service commission. All of these cities are 
supplied with gas by the Duke Power Com- 
pany. 

The annual saving to 5,700 customers is 
approximately $11,000 a year. The reductions 
were brought about by readjustments in the 
blocks. The first block was reduced from 
5,000 cubic feet to 2,000 cubic feet. The net 

rice for the first 1,000 cubic feet after the 
rst 2,000 cubic feet has been reduced to $1 
net. 


Tennessee 


Gets Additional REA Loan 


A additional loan of $74,000 has been 
ranted the Middle Tennessee Electric 
Mem a of Murfreesboro by 
the Rural Electrification Administration for 
a 46-mile line extension to the rural system 
that has been in operation for two years. 

This new loan brought the total to $334,000 
from the REA to be repaid in twenty years. 
The system serves TVA power to 1.108 cus- 
tomers in six counties, 
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L. P. McFarland of Lebanon, attorney for 
the corporation, said the undertaking was 
proving profitable and additional applications 
were being received steadily. He said the 
corporation’s lines ran mainly through new 
territory and only about 10 miles of their lines 
were paralleled by power company lines. If, 
the proposed purchase of power companies 
the TVA is consummated, Mr. McFarland 
said, it might mean a consolidation of the 
rural corporations with city corporations, but 
there would be no change in operations. 


438 
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Texas 


Gas Decision Deferred 


TEMPORARY restraining order preventing 

the state railroad commission from as- 
suming original jurisdiction in gas utility 
regulations in incorporated cities and towns 
and home rule cities was continued in effect 
March 8th by Judge W. L. Thornton pending 
disposal of a plea of privilege seeking trans- 
fer of the case from Dallas county to the 
home county of the defendants. 

Hearing on the plea of privilege was set 
for April 4th. Judge Thornton pointed out 
the law gives the other side twenty days in 
which to file a controverting affidavit. 

The effect of Judge Thornton’s action was 
to delay until the plea of privilege is disposed 
of, a decision on the contention of the Texas 
Cities Gas Company and the Community Natu- 


ral Gas Company, subsidiaries of the Lone 
Star Gas Company, that the state commission 
is exceeding its legal authority in going into 
home rule cities and incorporated cities and 
towns for rate regulation purposes. The gas 
companies contended that the commission had 
only appellate jurisdiction. Arguments on the 
various legal points raised brought intimations 
from attorneys for the gas companies that the 
commission’s invasion of these communities 
had political implications. 

The suit was brought to halt a rate beeeing 
at Trenton, Fannin county, and inventory an 
appraisal of gas company properties at El 
Paso, as well as to stop a general entry of the 
commission into communities where the gas 
companies claim it has no legal right to at- 
tempt regulation except in case of appeals 
from local governing bodies. 


Utah 


Rate Schedule Filed 


T= new domestic rate schedule affecting 
80,000 Utah consumers of electricity was 
filed early this month with the state public 
service commission by the Utah Power and 
Light Company. 

The simplified schedule, which becomes ef- 
fective on April Ist, was ordered by the state 
public service commission on December 28, 
1937, and was said to mark completion of the 


state’s four-year-old power rate inquiry. 

All home and farm users, regardless of 
place of residence and the use they make of 
electricity, will be billed under the new sched- 
ule, which is as follows: 

Ninety cents a month minimum, which in- 
cludes 11 kilowatt hours; 5 cents a kilowatt 
hour for the next 25 kilowatt hours each 
month ; 24 cents per kilowatt hour for the next 
165 kilowatt hours, and 14 cents per kilowatt 
hour for all additional power used. 


Washington 


Warns Against Combine 


L* 8 ene that there is a threat to the ex- 
istence of Seattle City Light in the pro- 
posed combine of county power districts to 
purchase the property of the Puget Sound 
Power and Light Company, H. C. Ritzman, 
city building superintendent and president of 
the King County Public Ownership League, 
on March 10th urged that the city start im- 
mediate steps to buy that part of the power 
company’s holdings within the city. 


Public ownership leaders of a number of 
Washington counties met in Seattle on March 
5th and advanced plans for formation of coun- 
ty power districts throughout the state to form 
a giant combine to buy the power —_ 
through condemnation, and hook it up wi 
Grand Coulee and Bonneville power projects. 
One district was pronoess for King county. 

Ritzman said that if Seattle lags in buying 
the Puget Sound properties in the city, the 
county districts might buy them, forcing 
Seattle out of the picture. 


West Virginia 
ty Light and Power Association to subscribe 
to state public service commission supervision. 


Circuit Judge Harlan M. Calhoun refused 
to dissolve a temporary injunction granted by 
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Power Injunction Upheld 


T= state advanced another — on March 
3rd in its fight to compel the Hardy Coun- 
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the state supreme court which forbade future 
activities of the REA-financed codperative 
until it has obtained commission approval. 
Judge Calhoun, allowing Federal intervention 
in the case, directed the state public service 
commission to begin taking evidence by March 
21st to support its petition for a permanent 
injunction against the codperative. 


The association, which has contended it js 
not a public utility, requested immediate dis. 
solution of the order to forestall “irreparable 
damage.” It would serve rural customers in 
the Moorefield district over a 163-mile dis- 
tribution line system. The codperative also 
proposed to build a generating plant with a 
substantial loan obtained from the REA. 


Wisconsin 


WDA Rehearing Ordered 


To state supreme court on March Ist 
ordered a rehearing on the Wisconsin De- 
velopment Authority Act, keystone of the La 
Follette administration’s public power pro- 
gram, for April 15th, and also invited all pri- 
vate corporations receiving state aid to sub- 
mit briefs indicating their position and their 
appropriations. 

In a unanimous decision in January, the 
state supreme court knocked out the WDA. 
or “little TVA,” on the ground that it repre- 
sented an unconstitutional delegation of 
sovereign state authority to a private corpora- 
tion. 

Aftermath of the court’s decision was as 
immediate as it was widespread. Governor 
La Follette announced that the WDA decision 
also killed the Wisconsin Agricultural Au- 
thority Act and endangered state appropria- 
tions to all county fairs and all such quasi 
public institutions as the Wisconsin Historical 
Society, the American Legion, all other 
patriotic organizations, all agricultural socie- 
ties, and a group of educational organizations 
to which the state has traditionally appropri- 
ated public funds. 

The WDA was set up by the La Follette ad- 
ministration as a private, nonprofit organiza- 
tion to promote municipal and cooperative 
ownership of utilities. It was to receive $60,- 

a year from the state for such activities. 
With funds it might receive from other 
sources, the WDA was empowered by its 
charter to go into the utility business itself. 


Payments on Loan Halted 


TT? state public service commission, in one 
of the most drastic orders it has ever is- 
sued, on March 7th forbade the Northern 
States Power Company, of Eau Claire, to pay 
any interest or principal on nearly $17,000,000 


in loans from a Minnesota sister company. 
The interest amounts to approximately $1,- 
000,000 a year, which the order saved for the 
Wisconsin company. 

Both companies are units of the Byllesby 
organization. The commission said the record 
indicated that “to a large extent, at least, the 
company been managed through the Min- 
neapolis office of the Minnesota company.” 
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The state commission earlier this year de- 
nied the Northern States Power Company's 
application for a $14,000,000 refinancing. The 
commission order of January 29th reported 
that the company was “grossly overcapital- 
ized” and that the application was made 
cause a financial house cleaning has become 
necessary.” Partial payment of the Minnesota 
company loans was contemplated in the pro- 
posed financing. 

The commission’s recent order also forbade 
Northern States to accumulate interest on 
these loans on its books. This order against 
payment of accrual of interest, the commis- 
sion explained, was based upon the fact that 
no commission approval had been secured as 
required for financial arrangements and sery- 
ices between affiliated utilities under Wiscon- 
sin law. The order stands, it added, until such 
approval is obtained. 


Order Closes Investigation 


A TOTAL rate reduction of $45,710 a year was 
ordered by the state public service com- 
mission on March 2nd for customers of the 
Wisconsin Gas and Electric Company and the 
Wisconsin-Michigan Power Company which 
are both controlled by the North American 
Utilities Company. 

North American also controls the Mil- 
waukee Electric Company, for which no re- 
duction was ordered. The orders closed the 
commission’s investigation of the three utili- 
ties, begun in 1932. Since the investigation 
began, the commission has ordered or nego- 
tiated rate reductions for North America’s 
subsidiaries totaling $2,456,014. 

Wisconsin Gas and Electric customers, ef- 
fective with March bills, will save $28,000 a 
year. They are located in southeastern Wis- 
consin cities, including Ft. Atkinson, Water- 
town, Whitewater, Burlington, West Bend, 
Barton, and Kenosha. The bills in these cities 
will be figured from a 60-cent monthly charge, 
plus the first 50 kilowatt hours at 3.75 cents 
each; the next 50 at 2.75; the next 100 at 2 
cents, and all over that at 1.75 cents. The rate 
in other southeastern cities will be the same 
except for a 4.25 cent rate on the first 50 hours. 

Customers of Wisconsin-Michigan Power, 
operating in the northeastern pet of the state, 
will save an annual total of $17,710. 
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The Latest 
Utility Rulings 


Local Utility Held Interstate Commerce 


HE United States Circuit Court of 

Appeals on March 14th upheld an 
order of the National Labor Relations 
Board invalidating the agreement be- 
tween the Consolidated Edison Com- 
pany and its affiliates and the In- 
ternational Brotherhood of Electrical 
Workers, affiliated with the American 
Federation of Labor. 

Two principal issues were involved: 
(1) whether the Consolidated Edison 
system, which physically operates en- 
tirely within the New York state portion 
of the metropolis, is engaged in inter- 
state commerce; (2) whether the AFL 
union actually had a majority of the 
utility’s employees organized at the time 
the contract was executed, On the inter- 
state commerce issue, the court stated : 


Although the bulk of the petitioners’ busi- 


1119707, 
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ness, in respect to both the quantity of serv- 
ice and the number of consumers, is supply- 
ing electricity and gas for residential and 
local commercial uses, they also have nu- 
merous consumers who are ed in in- 
terstate and foreign commerce. The most 
striking illustration of this class of con- 
sumers is the railroads. 


The court also upheld the findings of 
the NLRB that the Consolidated Edison 
Company had without sufficient reason 
made its exclusive arrangements with the 
AFL union. 

While upholding the National Labor 
Relations Board on the points of law 
and principle involved, the court said 
that its procedure in the hearings which 
led to its order “is not likely to inspire 
confidence in the impartiality of the pro- 
ceedings.” Consolidated Edison Co. v. 
National Labor Relations Board. 


Cost of Voiding Lease, Going Value, and Other 
Matters Considered 


f cost of voiding an existing lease, 
in the opinion of the North Dakota 
commission, is not a proper addition to a 
rate base, but it should be charged to 
operating expenses over the life of the 
lease. This decision was made in con- 
nection with the valuation of proposed 
additions to an electric plant. The ex- 
cluded cost represented the cost of a 
power plant site. The company intended 
to install an additional turbine, and for 
the purpose of housing this turbine the 
company intended to lease a site on the 
right of way which was occupied by an- 
other lessee. This lease of the present 
lessee was not to expire for a few years 
to come, and the company claimed that 
in order to get the site it would be neces- 
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sary to build or purchase another build- 
ing to which the occupying lessee might 
be moved. 

The commission considered both re- 
production cost and historical cost in de- 
termining the rate base, but said that it 
would adhere to its precedents and give 
greater weight to historical cost than to 
cost of reproduction. 

An additional allowance for going 
concern value was refused with the 
statement that the property had been ap- 
praised, and the fact that the property 
was in use and profitable was necessarily 
considered by the appraisers, as other- 
wise certain items would have been 
valued at much less and the ee 
would have been depreciated to 
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greater extent. The commission con- 
tinued : 


If this property is today worth $250,000 
more than its actual physical value because 
it is in use in a profitable business, this in- 
creased value, if in fact it exists, is due, 
mostly if not totally, to its able manage- 
ment and liberal patronage given to the 
company by its customers, and this has 
already been paid for in full by those cus- 
tomers who made that increased value pos- 
sible. The direct cause of this increased 
value is the patronage that this company 
has been favored with, and we can see no 
reasonable ground why, for the purposes of 
these proceedings, which are exclusively 
rate making, the patrons of this company 
should be compelled to pay to the company 


7 


any return on the patronage which 
have granted it and for which they me 
already paid more than a reasonable com- 
pensation. 


The commission said that with re- 
spect to dues and donations charged to 
operating expenses “the rule which ap- 
pears fair and reasonable governing the 
allowance of dues and donations as 
proper operating expenses is well ex- 
pressed in the syllabus of the decision of 
the Oregon Public Utilities Commission 
in Re Northwestern Electric Company, 
11 P. U. R. (N. S.) 227.” Re Northern 
States Power Co. (Case No. 3643). 


Accounting for Excess Purchase Price of Stock 
Of Subsidiaries 


EVERAL years ago the Queens 
Borough Gas and Electric Company 
was authorized by the New York com- 
mission, as then constituted, to acquire 
stock of the Nassau and Suffolk Light- 
ing Company and the Long Beach Gas 
Company, Inc. Authorization was 
granted subject to a condition that, after 
a determination of the book value of the 
stock acquired, the accounts of the cor- 
porations should be revised. The com- 
mission has now determined that the 
stock acquired had no book value and has 
provided for accounting entries to dis- 
pose of the excess price. 

Admittedly at the time of the stock 
acquisition the purchase price of the 
stock was in excess of the book value, 
although the actual amount was required 
by the commission to be determined after 
an examination by the accounting and 
engineering staffs of the commission. 
Acquisition of the stock was the result 
of a bargain engineered for the purpose 
of eliminating destructive competition 
between the companies. 

The determination that the stock had 
no book value was made after eliminating 
uncollectible accounts receivable, un- 
amortized debt discount and expense 
representing items that should have been 
charged off in connection with retire- 
ment of bonds, property no longer in ex- 


istence, payments to an affiliated con- 
struction company, excessive commis- 
sions for marketing stock, public con- 
tributions for extensions, and_ other 
items. 

On the basis of an excessive purchase 
price of $3,744,000, in round figures, and 
a stated value of common stock of $2, 
000,000, and a book surplus of $2,330, 
763 of the Queens Borough Company 
there was left to the common stock- 
holders less than $600,000 to represent 
their original investment and surplus 
earnings. It was considered improper to 
amortize the excess entirely through sur- 
plus as this would not truly reflect what 
had taken place. Chairman Maltbie made 
this statement : 


Ordinarily, a charge to surplus for a past 
transaction indicates that the financial re- 
sults reported for that period were incom- 
pletely stated and that the actual earnings 
were less than they seemed to be. 

The acquisition of the stocks of these 
two companies had nothing to do with the 
earnings of the Queens Borough Company, 
which acquired them at a price far in ex- 
cess of their value. As the funds used to 
acquire these stocks were obtained by the 
issuance of debentures, it follows that the 
Queens Borough Company issued deben- 
tures far in excess of the value of the as- 
sets acquired. In other words, the company 
was considerably qverias by the is- 
suance of evidences of debt. Theoreticn®, 
the proper remedy for this condition 
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THE LATEST UTILITY RULINGS 


be to give the stocks back to the holders 
and retire the debentures. Of course, that 
is wholly impracticable. 


It was decided that, if legally possible, 
at least $1,000,000 should be written off 
by decreasing the par or stated value of 
the company’s common stock, that $1,- 
744,220 should be charged to surplus, 
and that the $1,000,000 balance should 


be left in a suspense account which 
should be amortized during the next 
five years. If it were found to be legally 
impracticable to amortize any of the ex- 
cess through the par or stated value of 
the common stock, $2,000,000 was to be 
amortized during an 8-year period. Re 
Queens Borough Gas & Electric Co. 
(Case No, 3927). 


= 


Rate Increase to Finance Construction of Municipal 
Plant Is Disapproved 


I‘ the year 1935, as the result of com- 
plaints filed with the Montana com- 
mission, a 20 per cent reduction in water 
rates of the Gravity Water Company 
operating in the town of Thompson Falls 
was ordered. Thereafter the town ac- 
quired the water system and in 1937 it 
asked authority to increase rates 20 per 
cent. The commission denied this au- 
thority as the evidence did not justify 
the increase. 

Expansion of the plant was under way 
with the aid of contributions by the 
Works Progress Administration. The 
town had voted a tax levy to finance part 
of the construction, but it appeared that 
the primary purpose of the proposed in- 
crease was to provide additional funds 
for construction. The commission ruled 
that while a public utility, whether pri- 
vate or public, is entitled to earn a fair 
and reasonable return upon present 
value, utility patrons should not be re- 
quired to pay through rates for the con- 


struction of plants for the sole purpose 
of relieving taxpayers “of many of the 
burdens incidental to property owning 
in a town which owns and operates a 
municipal utility.” To allow a part of the 
bonded indebtedness for construction to 
be extinguished through rates, which in- 
clude interest on indebtedness, appeared 
to the public service commission as dis- 
criminatory against the patrons of the 
utility. 

The commission also criticized free 
service to the town and said that no town 
salaries except those having to do with 
the water system might be paid from 
money derived from water rentals. 
When a town receives its water free or 
receives money from the water depart- 
ment in order to pay salaries, it was said, 
the water consumers foot the bill and 
this procedure constitutes discrimination 
and should not be tolerated. Re Town of 
Thompson Falls (Docket No. 2549, Re- 
port and Order No. 1705). 


=e 
Excess Telephone Plant 


a= the important questions con- 
sidered by the Oregon Supreme 
Court in the recent decision on telephone 
rates is that of excess telephone plant 
during an economic depression when 
subscribers have discontinued service in 
large numbers. The court, in sustaining 
a decree against a rate reduction order 
of former Commissioner Charles M. 
Thomas, agreed that there should be re- 
stored to the rate base over $5,000,000 


which had been deducted by the com- 
missioner as representing excess plant. 
The court was well satisfied that the 
company could not include within its 
valuation property which was neither 
used nor was useful, but it was observed 
that a construction program had been 
undertaken in the early part of 1929 and 
that “a construction program once 
cannot be economically concluded the 
moment adverse conditions appear.” 
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Evidence had been presented to show 
that left-in telephones in many instances 
shortly became active and that hence it 
was economically unwise to remove them 
upon the occupant’s request for a dis- 
continuance of service. Rossman, Jus- 
tice, speaking for the court, said: 

The mere fact that a given number of 
persons, say 100, request that their tele- 
phone service be discontinued, does not en- 
able the company to take down the per- 
centage of poles, crossarms, etc., that the 
100 bear to the total number of subscribers. 
If the left-ins are sufficiently scattered, the 
company may still be obliged to maintain all 
of the poles, crossarms, exchange equipment, 
etc. to the same extent as if no requests 
for discontinued service had been received. 
Hence, a process whereby a rate-making 
authority strikes off of total valuation the 
percentage that the nonused equipment bears 
to the total may be unjust to the company. 


It had been suggested that since the 
American Telephone and Telegraph 
Company controlled both the operating 
company and the Western Electric Com- 
pany, a motive was present for making 
extravagant purchases. The court, how- 
ever, took the position that managerial 
discretion, which is vested in all utilities, 
ought not to be so easily impugned. The 
court found nothing in the record indi- 
cating that the expenditures were not 
made in good faith. 

Although it was shown that the com- 
pany received valuable and necessary 
service from the American Telephone 
and Telegraph Company, an expense 
charge for this had been disallowed by 
the commissioner and the lower court 
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on “procedural grounds.” The supreme 
court said that apparently the company 
would need in the future service of the 
kind it had been receiving from its parent 
company and very likely it would have 
to pay for it whether it received it from 
the American Company or some other 
source. Concerning the amount to be 
paid the court expressed no opinion. The 
higher court followed the opinion of the 
lower court and rejected the amount 
paid on the ground that there had been 
failure of proof as to value and cost. 

After considering excessive accumv- 
lations in depreciation reserve in past 
years, the court expressed the view that 
this accumulation could not be employed 
for the purpose of reducing future rates, 
but the court in its computations used a 
lower depreciation rate than the com- 
pany had used. The court also held that 
the commissioner had improperly ap 
plied the straight-line depreciation 
method by basing the rate on depreciated 
value of property instead of book invest- 
ment value. 

The court approved the board-to- 
board method of distributing revenues 
and expense between exchange and toll 
service, stating that the problem of dis- 
tribution of revenue and expenses is 
solved in part when one determines upon 
what basis the company fixes its charges 
for service. The Western Electric Com- 
pany, it appeared, had employed the 
board-to-board method. Pacific Tele- 
phone & Telegraph Co. v. Wallace (75 
P. (2d) 942). 


Demand Notes Are Subject to Commission Approval 


HE maturity of demand notes being 

uncertain and such notes being sus- 
ceptible of maturing at periods of more 
than twelve months after date thereof, 
it is the opinion of the Oregon com- 
missioner that such notes are subject to 
§61-289, Oregon Code 1935 Supplement, 
which relates to the issuance of securities 
by public utilities payable at more than 
twelve months after date, and the com- 
missioner’s approval must be obtained 
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prior to their issuance. The commis- 
sioner, in giving his reasons for this rul- 
ing, said: 


To hold otherwise would place upon the 
act relating to security issues of public 
utilities such an interpretation as would 
plainly contrary to the evident intent and 
purpose thereof. Said act is existent for 
and because of certain definite reasons, 
causes, and purposes. It was enacted by the 
legislature in response to a pronoun 
insistent public opinion and represents the 
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THE LATEST UTILITY RULINGS 


determined policy of the public to regulate 
and control the actions of public utilities 
so as to prevent a repetition of the certain 
manifest abuses from which the public had 
long suffered. This act and similar acts in 
other states made the commissions guardians 
of the public by enabling them to prevent the 
issuance of securities for improper pur- 
poses or in excess of the value of the as- 
sets securing them, thereby protecting in- 
vestors and also the ability of the utility to 
serve its patrons. 

One does not need an imagination to 
realize that if a public utility may issue 
demand notes with impunity and without 
the commissioner’s authority, the plain and 
declared intent of the legislature to make the 
issuance of securities by public utilities a 
special privilege and vest in the state the 
supervision, regulation, restriction, and con- 
trol thereof, can be easily circumvented and 
serious harm may come to investors and 


& 


ratepayers alike. Securities of public utili- 
ties issued in favor of their affiliated in- 
terests should, and must, meet the same 
statutory requirements, tests, and conditions 
as if such securities were to be issued and 
sold to the general public. 


The notes were to be issued to reim- 
burse the subsidiary utilities for expend- 
itures for construction purposes, which 
was held by the commissioner to be a 
lawful purpose. The immediate need for 
the loans for which the notes would be 
issued was the avoidance of Federal tax 
burdens on undistributed earnings which 
with the borrowed money would be paid 
out in dividends. Re Portland General 
Electric Co. (U-F-816, P.U.C. Oregon 
Order No. 5177). 


All Possible Revenues Must Be Considered on 
Abandonment Application 


UTHORITY to abandon water service 
was denied by the California com- 
mission where, disregarding revenues 
representing a fair charge for free water 
service used by the utility owner and 
confining operations to other consumers 
only, the service did not produce an out- 
of-pocket loss but yielded a substantial 
net return upon entire investment. The 
commission said that if the profit did not 
amount to the full net return to which 
the utility might be entitled by law, the 
remedy was to apply for a rate increase. 
It was said to be improper to charge 
all operating costs, including deprecia- 
tion, against paying consumers, while 
making no credit or allowance in revenue 


or expense for water delivered to the 
utility owner. Moreover, the commission 
ruled that it must consider revenues 
which the utility owner had not made 
any serious attempt to collect. Commis- 
sioner Whitsell stated : 


While such generosity in providing water 
service without cost to certain consumers 
in straitened financial circumstances is 
highly commendable, yet from a legal stand- 
point, in a case where there are so few 
consumers and total collectible revenues 
play so vital a part in the ultimate findings, 
the commission must recognize such users 
as actual sources of revenue. 


Re McDonald (Decision No. 30472, Ap- 
plication No. 21415). 


e 


Free Service between Telephone Exchanges Held 
To Be Discriminatory 


Bt fo Oregon commissioner, in ap- 
proving revised rate schedules for 
the West Coast Telephone Company, 
criticized free interexchange in some of 


the smaller exchanges. He said that 
these exchanges seldom pay their way 
and in order that an extensive telephone 
property may earn a fair return, it is al- 
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ways necessary that the rates in the met- 
ropolitan areas, the larger exchanges, 
shall be so fixed as to take up the losses 
in the smaller exchanges. It was said to 
be evident that where a smaller exchange 
adds to the burden of its losses by ren- 
dering free toll service, the burden must 
be carried, if the company is to earn a 
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fair rate of return, by those in the metro- 
politan area. This would constitute dis- 
crimination against the metropolitan 
user who in his own exchange does not 
have the benefit of free tolls with adjoin- 
ing exchanges. 

Testimony was introduced to show 
that an area 21 miles by 18 miles in ex- 
tent was one community of interest and 
that free tolls were economically a ne- 
cessity to the users within that area, and 
that free tolls were provided for in con- 
tracts covering the consolidation of the 
original small companies which owned 


lines in this area. The commissioner said 
that this situation constituted discrimina- 
tion not only against all other users of 
the company’s service not accorded such 
free tolls but as well was discrimination 
against the users of telephone service in 
the state of Oregon in general. He said 
that he could give no consideration to 
the alleged contracts entered into during 
consolidation, which contracts would 
tend to set aside his jurisdiction and en- 
force a continued discrimination. Re 
West Coast Telephone Co. (U-F-764, 
P.U.R. Oregon Order No. 5116). 


e 


Other Important Rulings 


HE California commission held that 

the Motor Carrier Act contemplated 
that authority to charge less than mini- 
mum rates should be sought and obtained 
before the service was performed at re- 
duced rates. It was said that a preferen- 
tial or less than minimum rate would not 
be authorized when application was filed 
only in fear of prosecution after the serv- 
ice had illegally been completely per- 
formed at the reduced rates. Re C& R 
Transfer Co. (Decision No. 29992, Ap- 
plication Nos. 21309, 21310). 


The California commission, in estab- 
lishing rates for accessorial service 
rendered in connection with the trans- 
portation of beverages by auto truck, de- 
clared that advertising on a truck has a 
substantial value to the shipper and is an 
important factor in influencing the rout- 
ing of the traffic by truck. This value, it 
was said, has an inseparable relation to 
the cost of the transportation to the 
shipper and thus enters directly into the 
transportation rate. Re Atchison, T. & 
S. F. R. Co. (Decision No. 30409, Case 
Nos. 4137, 4141, 4088). 


The supreme court of Minnesota 
quashed a proceeding in the nature of 
quo warranto to test the right of Com- 
missioner Harold R. Atwood to the of- 


Note.—The cases above referred to, where decided 
will be published in full or abstracted in 
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fice of Railroad and Warehouse Com- 
missioner, where one who claimed that 
he had been elected to the commission 
held no certificate of election to state of- 
fice. The court held that he was not en- 
titled to test the title of an incumbent ap- 
pointee. State ex rel. Wells v. Atwood, 
277 N. W. 357. 


The New York commission, in disap- 
proving a petition by a public utility 
company for authority to exercise rights 
under a franchise where a similar fran- 
chise had been granted to a predecessor 
company, said that it was obvious that 
unless something definite is to be gained 
by the substitution of one franchise for 
an exactly similar franchise, except as to 
the name of the grantee, the practice 
should not be approved, otherewise there 
would be needless expense. Re New York 
State Electric & Gas Corp. (Case Nos. 
9228, 9229, 9245, 9236, 9226, 9227). 


The Utah commission, in approving 
electric rates for irrigation pumping, 
held that determining the horsepower de- 
mand of a motor on its name plate rating 
would result in an unjust discrimination 
between customers and that demand 
should be determined on a measured 
basis. Re Southern Utah Power Co. 
(Case No. 2042). 
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UNITED GAS PUBLIC SERVICE CO. v. STATE OF TEXAS 


UNITED STATES SUPREME COURT 


United Gas Public Service Company 


Vv. 
State of Texas et al. 


[No. 13.] 
(302 U. S. —, 82 L. ed. —, 58 S. Ct. 483.) 


Constitutional law, § 20 — Due process — Commission rate investigation. 
1. No lack of the due process required by the Federal Constitution was 
found in a state Commission’s rate-making procedure where it had received 
and weighed the utility’s evidence, had heard and considered its arguments, 
and had made findings as to the value of the utility property, the per- 
missible allowance for depreciation, and the rate of return, p. 123. 


Appeal and review, § 27 — Supreme Court review of state court judgment — 
Local questions. 


2. The final judgment of a state court reviewing a rate decision by a Com- 
mission must be taken by the United States Supreme Court as determining 
that the procedure actually adopted satisfied all state requirements, since 
it is not the function of the Supreme Court, in reviewing a judgment of the 
state court, to decide local questions, but it is concerned solely with asserted 
Federal rights, p. 123. 


Appeal and review, § 2 — Constitutional requirements — Independent judicial 
review — Trial by jury. 
3. The constitutional right of a public utility company to an independent 
judicial review of a Commission rate order is not denied, in violation of 
the due process clause of the Federal Constitution, because the mode of 
trial de novo in the court is by jury, notwithstanding the difficulty in pre- 
senting to a jury the complicated issues in a rate case, p. 124. 


Procedure, § 41 — Jury trial — Instructions — Special issue — Review of rate 
order. 


4. Denial of a request by a public utility company, attacking a Commission 
rate order in a trial de novo before a jury, for submission of particular 
issues as to valuation, working capital, going value, and other items, instead 
of submission of the special issue whether the rate was “unreasonable and 
unjust as to defendant” was held not to deny any Federal right so far 
as procedural due process was concerned—putting aside questions of correct 
practice under the state law not reviewable by a Federal court, p. 125. 


Procedure, § 41 — Jury trial — Instructions — Review of rate order. 
5. No denial of Federal right so far as procedural due process was concerned 
resulted from the character of instructions given to a jury by a trial court 
in reviewing a Commission rate order where the court instructed the jury 
as to the right of the utility to receive a fair return on fair value to take 
into consideration all elements of value that had been introduced in evidence, 
including reproduction cost new and amount of going value, if any, the 
court defining the terms it used, such as “fair return,” “fair value,” “used 
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and useful,” “operation expenses, reproduction cost 


new,” and “going value,” p. 125. 


Appeal and review, § 27 — Supreme Court review — Judgment of state court — 
Confiscation question. 

6. The Supreme Court, in reviewing a judgment of a state court as to 
the validity of a Commission rate order, attacked as confiscatory, will 
review the findings of fact by the state court (1) where a Federal right 
has been denied as the result of a finding shown by the record to be with- 
out evidence to support it, and (2) where a conclusion of law as toa 
Federal right and findings of fact is so intermingled as to make it neces- 
sary, in order to pass upon the Federal question to analyze the facts; the 
court makes that analysis not to determine issues of fact arising on con- 
flicting testimony or inferences, but to perform its own proper function in 
deciding the question of law arising upon the findings which the evidence 
permits, p. 126. 


Valuation, § 193 — Property not used or useful — Consideration on confiscation 
question. 
7. A.public utility company would not be entitled to have included in the 
rate base property neither used nor useful for the purpose of determining 
the issue of confiscation even though a state Commission, in the exercise 
of its legislative discretion, might include that property in fixing a reason- 
able rate, p. 126. 


Appeal and review, § 55 — Reversible error — Distinction between acts and 
reasoning. 
8. The Supreme Court, in reviewing a state court’s decision, must dis- 
tinguish between what was said and what was done, between dictum and 
decision, between reasoning and conclusion, p. 127. 
Revenues, § 2 — Estimates for future — Result of past operations — Years con- 
sidered. 
9. No error was found in the decision of a regulatory authority to estab- 
lish rates on the basis of four years of operation rather than the result 
of operation during a shorter period when economic conditions were ab- 
normal, p. 127. 


annual depreciation, 


Return, § 50 — Confiscation — Factors considered. 
Discussion, in concurring opinion by Supreme Court justice, as to evidence 
of actual cost, bonded indebtedness, actual investments of stockholders, 
profits in past years, percentage of past profits to actual investment, and 
other matters relating to the question whether rates established for a public 
utility company are confiscatory, p. 128. 


(Brack, J., concurs; McREeynotps and Butter, JJ., dissent.) 
[February 14, 1938.] 


Are. by gas utility company from judgment of Court of 

Civil Appeals for the Third Supreme Judicial District of 
the state of Texas which sustained the judgment of a court in 
a trial by jury upholding an order of the state Commission 
establishing gas rates to supersede rates established by a munic- 
ipal ordinance; judgment affirmed For state court decision, 

see 13 P.UR.(N.S.) 86. 
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UNITED GAS PUBLIC SERVICE CO. v. STATE OF TEXAS 


Mr. Chief Justice HuGues deliv- 
ered the opinion of the court: Ap- 
pellant, United Gas Public Service 
Company, challenges the validity of a 
rate fixed by the Railroad Commis- 
sion of Texas for natural gas supplied 
by appellant for domestic uses in the 
city of Laredo. 

The city council of Laredo, on De- 
cember 15, 1931, enacted an ordinance 
fixing gas rates which included a rate 
of 40 cents per thousand cubic feet 
for domestic consumption, with a pro- 
vision for a discount of 10 per cent 
on payment of bills within ten days, 
the ordinance to become effective on 
January 1, 1932. The rate had pre- 
viously been 75 cents per thousand 
cubic feet with a 10 per cent discount 
for payment within ten days. The 


Texas Border Gas Company, which 
was supplying natural gas to consum- 
ers in Laredo, filed an appeal with the 


Railroad Commission and posted the 
required supersedeas bond in accord- 
ance with the provisions of Arts. 6058 
and 6059 of the Revised Civil Stat- 
utes of Texas (1925). The condi- 
tion of the bond was that the company 
should refund to the city for the bene- 
fit of consumers any excess of rates 
collected “over and above the rates 
and charges that shall be finally deter- 
mined to be a fair and reasonable re- 
turn upon the value of its property 
used and useful in supplying natural 
gas and natural gas service to the city 
of Laredo.” 

Prior to the hearing before the 
Commission, the South Texas Gas 
Company, which owned and operated 
the transmission properties and trans- 
ported the gas sold to the Texas Bor- 
der Gas Company at the Laredo city 
gate, was made a party to the pro- 
ceeding. The Texas Border Gas 





1“Article 6058. Appeal from city control. 
—When a city government has ordered any 
existing rate reduced, the gas utility affected 
by such order may appeal to the Commission 
by filing with it on such terms and conditions 
as the Commission may direct, a petition and 
bond to review the decision, regulation, ordi- 
nance, or order of the city, town, or munic- 
ipality. Upon such appeal being taken the 
Commission shall set a hearing and may make 
such order or decision in regard to the matter 
involved therein as it may deem just and 
reasonable. The Commission shall hear such 
appeal de novo. Whenever any local distribut- 
ing company or concern, whose rates have been 
fixed by any municipal government, desires a 
change of any of its rates, rentals, or charges, 
’ it shall make its application to the municipal 
government where such utility is located and 
such municipal government shall determine 
said application within sixty days after pres- 
entation unless the determination thereof may 
be longer deferred by agreement. If the mu- 
nicipal government should reject such applica- 
tion or fail or refuse to act on it within said 
sixty days then the utility may appeal to the 
Commission as herein provided. But said 
Commission shall determine the matters in- 
volved in any such appeal within sixty days 
after the filing by such utility of such appeal 
with said Commission or such further time 
as such utility shall in writing agree to, but 
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the rates fixed by such municipal government 
shall remain in full force and effect until or- 
dered changed by the Commission. 

“Article 6059. Appeal from orders.—If any 
gas utility or other party at interest be dis- 
satisfied with the decision of any rate, classi- 
fication, rule, charge, order, act, or regulation 
adopted by the Commission, such dissatisfied 
utility or party may file a petition setting 
forth the particular cause of objection thereto 
in a court of competent jurisdiction in Travis 
county against the Commission as defendant. 
Said action shall have precedence over all 
other causes on the docket of a different nature 
and shall be tried and determined as other 
civil causes in said court. Either party to said 
action may have the right of appeal; and said 
appeal shall be at once returnable to the 
appellate court, and said action so appealed 
shall have precedence in said appellate court 
of all causes of a different character therein 
pending. If the court be in session at the time 
such right of action accrues, the suit may be 
filed during such term and stand ready for 
trial after ten days’ notice. In all trials under 
this article the burden of proof shall rest 
upon the plaintiff, who must show by clear 
and satisfactory evidence that the rates, regu- 
lations, orders, classifications, acts, or charges 
complained of are unreasonable and unjust to 
it or them.” 


22 P.U.R.(N.S.) 
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Company applied to the city for an in- 
crease of rates and, because of the 
city’s failure to act, took an appeal to 
the Commission as the statute pro- 
vided. The two appeals were consoli- 
dated. The United Gas Public Serv- 
ice Company, a Delaware corporation, 
entered its appearance on both appeals 
alleging that it had acquired the prop- 
erties of both companies. The Com- 
mission, by order of June 13, 1933 
(2 P.U.R.(N.S.) 503) fixed a rate 
of 55 cents per thousand cubic feet 
with a penalty of 10 per cent for non- 
payment within ten days, and the or- 
der was made retroactive to January 
1, 1932. 


The United Gas Public Service 


Company then brought suit in the dis- 
trict court of the United States for 
the southern district of Texas to re- 
strain the enforcement of the Com- 


mission’s order. On July 26, 1933, 
the state of Texas, the members of the 
Commission, and the city instituted 
the present suit in the district court of 
Travis county in the nature of an ap- 
peal under Art. 6059 * for the purpose 
of protecting the jurisdiction of the 
state court and of enforcing the Com- 
mission’s order if determined to be 
valid. The state court thereupon 
stayed all proceedings by the Com- 
mission, or by the officials of the state 
and city, to enforce the Commission’s 
order until the determination of the 
suit. On August 1, 1933, the district 
court of the United States composed 
of three judges (28 USCA § 380) 
stayed all proceedings in that court 
pending the final determination of the 
suit in the state court. Subject to the 
order of the state court, the company 





2See Note 1. 
22 P.U.R.(N.S.) 


has continued to charge its 75-cent 
rate. 

The trial in the state court resulted 
in a judgment on April 24, 1934, 
which sustained the Commission’s or- 
der of June 13, 1933, supra, except 
so far as its rate was made retroactive 
to January 1, 1932, that part of the 
order being held invalid. The com- 
pany then appealed to the court of 
civil appeals which rendered its judg- 
ment on October 30, 1935, reforming 
the judgment of the trial court so as 
to declare the retroactive portion of 
the Commission’s order valid and en- 
forceable and affirming the judgment 
as thus modified. 13 P.U.R.(N.S.) 
86,89S. W. (2d) 1094. Thesupreme 
court of the state refused writ of error. 

A motion to dismiss the appeal ta- 
ken to this court from the judgment 
of the court of civil appeals was de- 
nied. (1937) 301 U. S. 667, 81 L. 
ed. 1332, 57 S. Ct. 921. Upon hear- 
ing, the court ordered reargument, 
noting that it especially desired to hear 
the parties on the state of the evi- 
dence as to the effect of the applica- 
tion of the Commission’s rate to the 
years 1932 and 1933, that is, as to the 
revenues and expenses for those years 
on that basis, and as to the effect upon 
the rights of the appellant, with re- 
spect to those years, of the bond giv- 
en on its appeal to the Commission. 
November 8, 1937. 302 U. S. —, 82 
L, ed. —, 58 S. Ct. —. Reargument 
has been had accordingly. 

Appellant, invoking the due process 
and equal protection clauses of the 
Fourteenth Amendment of the Fed- 
eral Constitution, contends that in the 
state proceedings it has been denied 
procedural due process and also that 
the prescribed rate is confiscatory. 
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The proceedings before the Commis- 
sion and its rulings. 

The Commission gave a full hear- 
ing. It received voluminous evidence 
offered by appellant and the city as to 
every phase of the controversy and 
their counsel were fully heard in ar- 
gument. The opinion of the Commis- 
sion reviews the history of the utility 
from the time that the Texas Border 
Gas Company received its franchise 
from the city in 1909. The Commis- 
sion found the interrelation of the 
companies concerned and that the 
present appellant, which had become 
the owner of the properties of the 
former operating companies, was it- 
self a unit of the United Gas System. 
It was in view of the “interrelated 
company operation and ownership,” 
that the gathering, transmission, and 
distribution properties used and use- 
ful in serving the city of Laredo were 


valued as a combined property. As 
consumers in a number of other com- 
munities within the Laredo area were 
also served, it became necessary to al- 
locate to Laredo its appropriate pro- 


portion. Methods of allocation were 
submitted by the respective parties 
and the Commission adopted a weight- 
ed average per cent, which had been 
taken by the city’s engineer as an ap- 
proximate mean between two percent- 
ages used by the company’s engineer, 
as coming the closest to a fair and 
correct allocation. Evidence of his- 
torical cost and of reproduction cost 
new less depreciation was submitted. 
The company’s appraisal on the basis 
of reproduction cost new, less depre- 
ciation, was $1,231,601. The ap- 
praisal of the city’s engineer on the 
same basis was $810,698. The city 
adduced evidence showing the depre- 
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ciated historical cost as of July 31, 
1932, to be $709,991.23. 

The Commission for the purpose of 
its valuation divided the properties in- 
to three groups, (a) gathering sys- 
tem, (b) transmission system, and 
(c) distribution system. The Com- 
mission stated and considered the re- 
spective appraisals of each group. 
While the city included an allowance 
of $124,668 as the depreciated cost of 
that portion of the transmission lines 
extending from Pescadito Junction to 
the Jennings Field, a distance of about 
26 miles, the Commission found “that 
this line was used only one day during 
the twelve months’ period ending 
July 31, 1932, in transporting gas to 
Laredo,” and further that “the con- 
dition of this line is such that it could 
neither safely nor profitably transport 
the necessary volume of gas to the 
city.” The Commission concluded 
that, if the company’s properties were 
reproduced, that section of the line 
would not be necessary. 

The Commission then considered 
the questions of working capital, of 
going concern value, and of accrued 
depreciation. After referring to the 
respective estimates, the Commission 
decided that “the over-all per cent con- 
dition” of the properties was 78 per 
cent. 

The Commission’s conclusion -was 
that the total “present fair value” of 
the properties was $885,000. The 
Commission said (2 P.U.R.(N.S.) 
at p. 516): 

“Tn arriving at a decision and mak- 
ing an order herein that is deemed by 
the Commission to be just and rea- 
sonable, we have carefully and fully 
considered all the evidence presented 
and all the facts and circumstances 
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reflected by the record herein; and 
upon giving due consideration to all 
the elements of value inhering in the 
property involved in this proceeding, 
have valued the company’s properties 
as an operating concern, with busi- 
ness attached; have made ample al- 
lowance for materials and supplies, 
working cash, and general overheads ; 
and have included in such value 
the Pescadito-Jennings Transmission 
Line and the West Jennings Gather- 
ing System (although the record 
clearly discloses that these last two 
named property items are neither be- 
ing used, nor are they necessary as 
standby equipment) and we find the 
present fair value of the properties 
of the company used and useful in 
the gathering, transporting, and dis- 
tributing of natural gas within the 
city of Laredo, Texas, to be in the 
sum of $885,000.” 

The Commission fixed the annual 
depreciation rate which should be al- 
lowed at 3 per cent. The Commis- 
sion also found that an annual rate 
of return of 7 per cent on the present 
value of the properties was adequate. 

With respect to “available revenue,” 
the Commission said that the com- 
pany had presented a “set-up” of op- 
erating revenues and expenses for the 
twelve months’ period ending July 31, 
1932, only. On the other hand, the 
city had presented a similar “set-up” 
covering the years ending June 30, 
1929, 1930, and 1931, and for the 
year ending July 31, 1932—a period 
of four years. The Commission was 
of the opinion that the one year end- 
ing July 31, 1932, should not be taken 
as a test period. It was believed to 
be a matter of common knowledge 
that “from a general business stand- 


point the year 1932 was the worst 
year since 1929.” The city’s exhibit 
was deemed to show that the fiscal 
year 1931 was also subnormal, and 
the Commission concluded that nei- 
ther that year, nor an average of those 
two years, should be taken as an ade- 
quate test. The Commission also 
thought that it would be unfair to the 
company to take the year 1930 or an 
average of the three years, 1930, 
1931, and 1932, as it appeared that 
the year 1930 was the best year in 
point of gross revenues that the com- 
pany had experienced since 1928. On 
the whole, the Commission thought 
that justice would be done if an aver- 
age of revenues and expenses for the 
four fiscal years, 1929, 1930, 1931, 
and 1932, should be taken as the test 
period for the computation upon which 
a fair return should be predicated. 

It had been stipulated by the par- 
ties at the outset that a rate of 5 cents 
per thousand cubic feet was a fair 
and reasonable price of gas at the well. 
While the Commission did not make 
specific findings with respect to reve- 
nues and expenses for the years which 
it took as a basis, it did reject certain 
allowances for which the company 
contended. As to an allowance of a 
gathering charge in relation to gas 
purchased from the Carolina-Texas 
field, the gathering lines in which were 
the property of an affiliate, the Com- 
mission allowed a charge of one-half 
of one per cent instead of the one per 
cent which the company sought. 
With respect to items not particular- 
ized by the Commission, we think that 
it substantially appears from its opin- 
ion that the Commission, save as to 
the items disallowed, accepted the 
city’s exhibit which covered the reve- 
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nues and expenses for the 4-year pe- 
riod and stated separately the items 
contained therein which were deemed 
to be questionable. 

The Commission found the rate, for 
all domestic uses, of 55 cents per 
thousand cubic feet, the minimum bill 
per user per month to be one dollar 
and the penalty for nonpayment with- 
in ten days to be 10 per cent, to be 
“just and reasonable.” The Commis- 
sion found that its application would 
produce “a net return in excess of 7 
per cent per annum on the present fair 
value of the properties, after provi- 
sion for operations and reserve for 
depreciation.” The Commission or- 
dered that the rate should be effective 
from and after January 1, 1932, and 
that there should be refunded to the 
city of Laredo for the benefit of do- 
mestic gas consumers the difference 
between the amount collected under 


the existing rate and the amount that 
would have been due by consumers 
under the Commission’s order. 


The proceedings in the district court 
of Travis county. 

The trial was essentially de novo. 
It was begun in March, 1934, and was 
had before a jury, a motion by the 
appellants to have the jury discharged 
and the cause determined by the court 
being overruled. The entire record 
before the Commission was placed in 
evidence and additional testimony was 
introduced as to property values, de- 
preciation reserve accrual, revenues, 
expenses, rates of return, etc. It ap- 
pears that the evidence was brought 
as near as possible to the time of trial. 
The evidence as to revenues and ex- 
penses which appellant adduced again 
related to the year ending July 31, 
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1932, and the years 1932 and 1933, 
and the appellees introduced evidence 
for the 4-year period, to which they 
had addressed their computations be- 
fore the Commission, and also for the 
year 1933. 

At the close of the evidence, ap- 
pellant moved for a peremptory in- 
struction in its favor and also for the 
suspension of the Commission’s order 
for the years 1932 and 1933. These 
motions were overruled. Appellant 
then moved to have the case submit- 
ted to the jury on “special issues” and 
not upon a “special charge.” The 
court stated that in its view its charge 
was on “‘special issue’’ and hence com- 
plied with the request. The appellant 
then moved to submit to the jury cer- 
tain special issues which were sepa- 
rately stated; that is, that the jury 
should make separate findings as to 
the values of component parts of ap- 
pellant’s property during the years 
1932 and 1933, respectively, also as 
to the amount of the necessary ma- 
terials and supplies and cash working 
capital, and the amount which should 
be allowed for “going value,” and as 
to the average cost of gas at the well 
mouth and the proper annual allow- 
ance for the depreciation reserve. 
These requests were refused. 

The trial court submitted to the 
jury a single special issue as follows: 

“Do you find that the order of the 
Railroad Commission of Texas bear- 
ing date June 13, 1933, providing for 
a 55-cent gas rate to residential con- 
sumers within the city of Laredo, Tex- 
as, under the facts introduced in evi- 
dence before you, is unreasonable and 
unjust as to defendant, United Gas 
Public Service Company? Answer 
this question ‘yes’ or ‘no.’ ” 
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The court prefaced that submission 
with the following definitions and in- 
structions : 

That by “fair return’’ was meant 
that the appellant was entitled to earn 
a rate on the present fair value of its 
property which it employs for the con- 
venience of the public “equal to that 
generally being made at the same time 
within the same general part of the 
country upon investments in other 
business undertakings which are at- 
tended by like risks and uncertain- 
ties.” That the rate of return should 
be reasonably sufficient “to assure 
confidence in the financial soundness 
of the utility and should be adequate 
under efficient and economical man- 
agement to maintain and support its 
credit and enable it to raise money 
necessary for the proper discharge of 
its duties.” 

That by “fair value” was meant 
“the reasonable worth of the property 
at this time that is being used and use- 
ful in the public service.” That by 
“used and useful” was meant that it 
embraces all the property “actually 
being used” in that service and also 
such property as was reasonably nec- 
essary to permit “continuous and ef- 
ficient service.” 

That by “operation expenses” was 
meant such expenses as were incurred 
in the operation of appellant’s prop- 
erty in furnishing gas to the people of 
Laredo. 

That by “annual depreciation” was 
meant the amount per annum that was 
reasonably necessary to compensate 
for the wearing out and any necessary 
replacements and retirements of ap- 
pellant’s property. 

That by “reproduction cost new” 
was meant “the cost to the owner un- 
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der the conditions which may reason. 
ably be expected to exist if the prop. 
erty were to be reproduced new.” 

That by “going value” was meant 
the added value of appellant’s prop- 
erty as a whole, used and useful for 
serving the city, over the sum of the 
values of its component parts, by rea- 
son of the fact “that it is an operat- 
ing, assembled, and established prop- 
erty, functioning with a trained per- 
sonnel, a coordinated plant and prop- 
erty, with customers attached, and its 
business established.” 

Referring to the findings of the 
Commission, and the transcripts of 
evidence and exhibits, which were be- 
fore the Commission and had been 
introduced in evidence, the court told 
the jury that the same might be con- 
sidered for the purpose of assisting 
the jury in determining whether the 
Commission’s order was unreasonable 
and unjust and for no other purpose. 
The court concluded its charge with 
the following instructions: 

“You are instructed that the burden 
of proof is upon the defendant, Unit- 
ed Gas Public Service Company, to 
show by clear and satisfactory evi- 
dence that the rate promulgated by the 
Railroad Commission in its said or- 
der of June 13, 1933, is unreasonable 
and unjust as to it. 

“You are further instructed that in 
determining your answer to said is- 
sue.in the light of all the evidence in- 
troduced in this case the defendant, 
United Gas Public Service Company, 
is entitled to receive a fair return at 
this time on the present fair value of 
its property that is used and useful in 
the public service after first deducting 
all necessary operating expenses and 
a fair and reasonable amount for the 
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annual depreciation of said property, 
and that in considering what is a fair 
value of said property you will take 
into consideration all elements of val- 
ue that have been introduced in evi- 
dence before you, including reproduc- 
tion cost new of said property and the 
amount of going value (if any) that 
inheres in said property. 

“By ‘unreasonable and unjust’ is 
meant that the rate prescribed and 
adopted in the said order of the Rail- 
road Commission was so low as to 
have not provided for a fair return 
upon the fair value of defendant’s 
property used and useful in supplying 
the service furnished by the United 
Gas Public Service Company to the 
inhabitants within the city of Laredo, 
Texas.” 

Appellant took exceptions to the 
court’s charge and to the refusal of its 
requests. 

The jury answered the special is- 
sue in the negative. Appellant’s mo- 
tion for judgment non obstante vere- 
dicto was denied and judgment was 
entered. 

The court in its judgment ruled 
that the provision in the Commission’s 
order requiring the refund of the ex- 
cess collections over the Commission’s 
tate was a separable part, and as the 
court was of the opinion that the 
Commission’s retroactive application 
of its rate to January 1, 1932, and the 
provision for a refund, were invalid, 
that part of the Commission’s order 
was set aside without prejudice to the 
right of the city to recover the excess 
collections, should that provision be 
sustained on appeal. The judgment 
then enjoined appellant from making 
any charge in excess of the Commis- 
sion’s rate, with direction for super- 
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sedeas pending appeal upon the filing 
of a described bond. A motion for a 
new trial, in which appellant again 
stated its objections to the court’s rul- 
ings, was denied. 


The ruling of the court of civil ap- 
peals. 

The appellate court reached the con- 
clusion that appellant had not only 
failed to establish its claim for re- 
versal, and for judgment in its favor, 
but that “when viewed in the light of 
the presumption in favor of the valid- 
ity of the Commission’s rate order, 
and of the quantum and character of 
proof required to overcome such pre- 
sumption, the evidence adduced was 
insufficient, as a matter of law, to 
show that the 55-cent rate order was 
either unjust and unreasonable or 
confiscatory.” In that view, the court 


added, “all questions of practice,” pre- 


sented by appellant, “go out of the 
case.” 

The court noted the fact that the 
Commission had reluctantly included 
in the valuation of the property the 
items of $124,688, representing the 
Pescadito-Jennings transmission pipe 
line, and also had “included the West 
Jennings Gathering System at a val- 
ue of $10,342,” although the Com- 
mission found that these “two prop- 
erty items are neither used nor are 
they necessary as standby equipment.” 
The court also said that there was evi- 
dence before both the trial court and 
the Commission which tended to 
show “the fair value of appellant’s 
property to be about $700,000; and 
that a 2 per cent annual accrual for 
depreciation would be fair and reason- 
able.” Referring to the evidence as 
to operating revenues and expendi- 
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tures, the court set forth tables based 
on the computations of an expert ac- 
countant of the appellees showing 
average net revenues for the 4-year 
period and the year 1933. These cal- 
culations were on the basis .of appel- 
lant’s existing 75-cent rate. The court 
thus stated the criterion which it ap- 
plied in overruling appellant’s conten- 
tions (13 P.U.R.(N.S.) at p. 95.): 
“The rule is settled that rates are 
not based upon the results of business 
of any one year alone, but upon what 
is estimated as being the average busi- 
ness over a period of years; the fu- 
ture being gauged as nearly as pos- 
sible by the past experience. 
It is also the rule that only actual ex- 
perience under the rate complained of 
can furnish any real criterion or guide 
as to the effect of the rate on the busi- 
ness; and that this experience should 
be obtained by a practical test for such 


a period of time as will under the facts 
of the particular business determine 
the matters which are of doubtful or 


uncertain influence. In absence of an 
actual test of the rate, the court on 
appeal must resolve all doubts against 
the complaining party ; pare down val- 
uations unsparingly ; and the rate must 
appear to be clearly confiscatory, or 
unjust and unreasonable before the 
court should by injunction restrain 
its enforcement in advance of actual 
experience of the practical results of 
the rate. And while the equal protec- 
tion, the due course, and the due proc- 
ess clauses of the fundamental laws of 
both state and nation guard 
against the taking up, or compelling 
of the use of private property for pub- 
lic service without just compensation, 
still they do not assure the public util- 
ity the right under all conditions and 
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circumstances to have a return upon 
the value of the property so used. If 
actual experience for a proper period 
of time under the rate complained of 
should reveal sufficient reasons, the 
rate order may then be changed 
through proper channels.” 

Proceeding on this principle, the 
court said: 

“In the instant case appellant has 
continuously charged and collected the 
75-cent rate; hence no actual test has 
been made under the lower 55-cent 
rate. An actual test of the lower rate 
might have resulted in a larger return 
by bringing about an increase in ap- 
pellant’s business, and manifestly this 
court would not be warranted in hold- 
ing that the lower rate was either con- 
fiscatory, or unjust and unreasonable, 
as a matter of law, in advance of an 
actual test of the rate;.. . . So 
when the property valuation is pared 
down to this lowest valuation (about 
$700,000), and doubtful items of ex- 
penses are deducted, the net revenues 
received by appellant under the 75- 
cent rate for the year ending Decem- 
ber 31, 1933, would afford more than 
11 per cent return. And calculations 
based on the $700,000 valuation and 
the estimated difference in revenues 
between the 55-cent rate and the 75- 
cent rate, show a return of more than 
7 per cent for the year 1933. But 
even if the lower rate did not or would 
not yield a return of 7 per cent for the 
year 1933, this court would not be 
warranted in enjoining the enforce- 
ment of the rate, because the test pe- 
riod was too short, no actual test was 
made under the lower rate, and the 
undisputed evidence showed the yez 
to be abnormal.” (13 P.U.R.(N.S.) 
at p. 96.) 
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In concluding its opinion, the court 
held that the trial court erred in its 
ruling that the retroactive provision 
of the Commission’s order was inval- 
id. The appellate court said that on 
the appeal to the Commission to re- 
view the city’s ordinance, the Commis- 
sion was authorized to suspend the 
rate fixed by the city and to require 
the utility to give a bond “on such 
terms and conditions as the Commis- 
sion may direct.’’ The trial court had 
refused to receive the bond in evi- 
dence but it appeared in the record. 
The appellate court quoted its condi- 
tion and noted that the supersedeas 
bond filed on appeal to that court was 
similarly conditioned. The court held 
that the Commission had the power 
upon determining that the rate fixed 
by the city’s ordinance was unreason- 
able to “substitute its own just and rea- 
sonable rate therefor, and to make it ef- 
fective as of date of the city ordinance 
tate for which it was substitued.” 

The court of civil appeals then en- 
tered judgment sustaining the retro- 
spective and refund provisions of the 
Commission’s order and affirming the 
judgment of the trial court as thus 
modified. 


[1] First. The question of proced- 
ural due process. 

There is no ground for holding that 
appellant did not have a fair hearing 
before the Commission. Appellant’s 
evidence was received and weighed; 
its arguments were heard and consid- 
ered. The Commission made findings 
as to the value of appellant’s proper- 
ty, the permissible allowance for de- 
preciation, and the rate of return. The 
amounts of revenues and expenses for 
the four years which the Commission 
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took as a basis sufficiently appear, as 
already stated, from the city’s exhibit 
to which the Commission referred in 
its opinion. The estimated amount of 
revenue at the Commission’s rate ap- 
pears from a simple calculation, ap- 
plying the rate of return to the rate 
base after the annual allowance for de- 
preciation. In the Commission’s pro- 
cedure there was no lack of the due 
process required by the Federal Con- 
stitution. California R. Commission 
v. Pacific Gas & E. Co. (1938) 302 U. 
S. —, 82 L. ed. —, 21 P.U.R.(N.S.) 
480, 58 S. Ct. 334; Los Angeles Gas 
& E. Corp. v. California R. Commis- 
sion, 289 U. S. 287, 304, 305, 77 L. 
ed. 1180, P.U.R.1933C, 229, 53 S. 
Ct. 637; West Ohio Gas Co. v. Ohio 
Pub. Utilities Commission (No. 1) 
(1935) 294 U. S. 63, 70, 79 L. ed. 
761, 6 P.U.R.(N.S.) 449, 55 S. Ct. 
316. 


[2] With respect to the proceed- 
ings in the state courts, appellant urges 
that the case was not tried and deter- 
mined as required by state law, and we 
are referred to the state statutes and 
the decisions of the Texas courts as 
to the proper procedure in the trial 


court and on appeal. It is not our 
function, in reviewing a judgment of 
the state court, to decide local ques- 
tions. We are concerned solely with 
asserted Federal rights. The final 
judgment of the state court in the in- 
stant case must be taken as determin- 
ing that the procedure actually adopt- 
ed satisfied all state requirements. 
John v. Paullin (1913) 231 U. S. 
583, 585, 58 L. ed. 381, 34 S. Ct. 178; 
Lee v. Central of Georgia R. Co. 
(1920) 252 U. S. 109, 110, 64 L. ed. 
482, 40 S. Ct. 254; Central U. Teleph. 
Co. v. Edwardsville (1925) 269 U. 
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S. 190, 194, 195, 70 L. ed. 229, 46 
S. Ct. 90. 

[3] As to the requirement of due 
process under the Federal Constitu- 
tion, appellant contends that it was 
denied the independent judicial judg- 
ment upon the facts and law to which 
it was entitled. See Ohio Valley Wa- 
ter Co. v. Ben Avon, 253 U. S. 287, 
64 L. ed. 908, P.U.R.1920E, 814, 40 
S. Ct. 527; Bluefield Water Works & 
Improv. Co. v. West Virginia Pub. 
Service Commission, 262 U. S. 679, 
67 L. ed. 1176, P.U.R.1923D, 11, 43 
S. Ct. 675; Kansas State Corp. Com- 
mission v. Wichita Gas Co. (1934) 
290 U. S. 561, 569, 78 L. ed. 500, 1 
P.U.R.(N.S.) 433, 54 S. Ct. 321; St. 
Joseph Stock Yards Co. v. United 
States (1936) 298 U. S. 38, 49, 80 
L. ed. 1033, 14 P.U.R.(N.S.) 397, 
56 S. Ct. 720. The proceeding in the 
state court undoubtedly purported to 
afford an independent judicial review. 
As the court of civil appeals of Texas 
said in the instant case, the trial of the 
issues whether the rate was unrea- 
sonable or confiscatory was “de novo.” 
Appellant itself recognizes that the 
trial “was essentially de novo, new 
and full testimony being introduced 
as to property value, depreciation re- 
serve accrual, revenues, expenses, 
rates of return, etc.” Appellant’s evi- 
dence was received by the trial court 
and appellant’s contentions were 
heard. The question whether due 
process in the court’s procedure was 
accorded thus comes to the mode of 
trial; that is, (1) the propriety of a 
trial by jury, and (2) the manner in 
which the issues were submitted to 
the jury. 

We do not fail to appreciate the dif- 
ficulty in presenting to a jury the com- 
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plicated issues in a rate case, especial- 
ly where, as here, the evidence is volu- 
minous, embracing the conflicting val- 
uations of experts and a host of de- 
tails in appraisals and in accounts of 
operations, with elaborate tabulations. 
Even in trials of such cases without a 
jury the service of a special master for 
the analysis of the details in evidence 
with respect to values and return has 
been found advisable. We have had 
abundant occasion to become familiar 
with the difficulty of such determina- 
tions. But we are not dealing with 
questions of policy as to procedure. 
The state is entitled to determine the 
procedure of its courts, so long as it 
provides the requisite due process. 
And on that question we have never 
held that it is beyond the power of 
the state to provide for the trial by a 
jury of questions of fact because 
they are complicated. Cases at law 


triable by a jury in the Federal courts 
often involve most difficult and com- 
plex questions, as, for example, in 
patent cases at law presenting issues 


of validity and infringement. See 
Tucker v. Spalding (1872) 13 Wall. 
453, 455, 20 L. ed. 515; Keyes v. 
Grant (1886) 118 U. S. 25, 36, 37, 
30 L. ed. 54, 6 S. Ct. 950; Royer v. 
Schultz Belting Co. (1890) 135 U. 
S. 319, 325, 34 L. ed. 214, 10 S. Ct. 
833; Coupe v. Royer (1895) 155 U. 
S. 565, 578, 579, 39 L. ed. 263, 15 S. 
Ct: 199. Most difficult questions of 
fact in protracted trials, with much 
conflicting expert testimony, are not 
infrequently presented in criminal 
cases triable by jury. The issue of 
life or death may be decided in such 
acase. We have held that a state may 
modify trial by jury or abolish it alto- 
gether (Walker v. Sauvinet [1876] 
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92 U. S. 90, 23 L. ed. 678; Maxwell 
vy. Dow [1900] 176 U. S. 581, 44 L. 
ed. 597, 20 S. Ct. 448; Frank v. Man- 
gum [1915] 237 U. S. 309, 59 L. ed. 
969, 35 S. Ct. 582) but never that 
the time-honored method of resolving 
questions of fact by a jury must be 
abandoned by a state under compul- 
sion of the Federal Constitution. 
And we find no warrant for such a 
ruling now. 

{4, 5] The question remains as to 
the manner in which the instant case 
was submitted to the jury. The spe- 
cial issue was submitted whether the 
Commission’s rate was “unreasonable 
and unjust as to defendant.” This 
submission, under the court’s instruc- 
tion in relation to the import of the 
phrase “unreasonable and unjust,” 


covered, as appellant conceded at this 
bar, the issue whether the rate was 
confiscatory. Appellant did not ask 


to have the issue of confiscation sub- 
mitted by the use of that precise term. 
The question then is as to the denial 
of the submission of the particular is- 
sues which appellant requested and as 
to the character of the instructions 
given by the trial court. 

The special issues which appellant 
requested were for findings as to the 
value of component parts of appel- 
lant’s property during the years 1932 
and 1933 and as to the amounts nec- 
essary to cover material and supplies, 
working capital, going value, and cer- 
tain other items. It will be observed 
that these special issues did not em- 
brace all the questions which the jury 
should consider, as for example, the 
questions of operating revenues, op- 
erating expenses, and return. If trial 
by jury was permissible, as we hold 
it was, we cannot say—putting aside 


questions of correct practice under the 
state law not reviewable here—that 
appellant was entitled under the Fed- 
eral Constitution to have special is- 
sues framed and submitted to the 
jury, much less that appellant could 
demand that the particular items it 
mentioned should be singled out and 
specially passed upon. We consider 
that question in the light of the total 
power which the state possesses to 
provide for jury trials, and for the 
manner of conducting them, and not 
with respect to any alleged limitations 
imposed by state statutes. See Del Cas- 
tillo v. McConnico (1898) 168 U. S. 
674, 683, 42 L. ed. 622, 18 S. Ct. 229. 

We have stated at some length, and 
need not repeat, the general instruc- 
tions given by the trial court. The 
jury were instructed as to the right 
of appellant to receive a fair return on 
the fair value of its property that is 
used and useful in the public service 
and that the jury should take into con- 
sideration all elements of value that 
had been introduced in evidence, in- 
cluding the reproduction cost new of 
the property and the amount of going 
value, if any, that inhered in it. The 
court defined the terms that it used, 
such as “fair return,” “fair value,” 
“used and useful,” “operation ex- 
penses,” “annual depreciation,” “re- 
production cost new,” and “going val- 
ue,” and the court explained what 
would constitute an adequate rate of 
return. No instructions were given 
which could be taken in any sense to 
conflict with appellant’s Federal right ; 
on the contrary, the jury, if it duly 
followed the instructions, could not 
but enforce that right. 

Appellant, while objecting to the 
charge upon grounds that are not im- 
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pressive, did not submit and request 
amplified instructions which might 
have aided the jury’s consideration. 
Appellant was apparently content to 
object to the pertinent instructions 
that were given, and to a general 
charge, and to stand upon its limited 
requests as to special issues. 

Upon such a record we are unable 
to hold that there was a denial of Fed- 
eral right so far as procedural due 
process is concerned. 


[6] Second. The question of confis- 
cation. 

We have said that our inquiry in 
rate cases coming here from a state 
court “is whether the action of the 
state officials in the totality of its con- 
sequences is consistent with the enjoy- 
ment by the regulated utility of a rev- 
enue something higher than the line 
of confiscation.” West Ohio Gas Co. 
v. Ohio Pub. Utilities Commission 
(No. 1), supra. This court will re- 
view the findings of fact by a state 
court (1) where a Federal right has 
been denied as the result of a finding 
shown by the record to be without 
evidence to support it, and (2) where 
a conclusion of law as to a Federal 
right and findings of fact are so in- 
termingled as to make it necessary, in 
order to pass upon the Federal ques- 
tion, to analyze the facts. Kansas 
City S. R. Co. v. Albers Commission 
Co. (1912) 223 U.S. 573, 591, 56 L. 
ed. 556, 32 S. Ct. 316; Northern P. 
R. Co. v. North Dakota ex rel. Mc- 
Cue, 236 U. S. 585, 593, 59 L. ed. 
730, CURIAM, 27, 33 SS. 
429, L.R.A.1917F, 1148, Ann. Cas. 
1916A, 1; Norfolk & W. R. Co. v. 
West Virginia, 236 U. S. 605, 609, 
610, 59 L. ed. 745, P.U.R.1915C, 293, 


22 P.U.R.(N.S.) 


35 S. Ct. 437; Aetna Life Ins. Co. vy. 
Dunken (1924) 266 U. S. 389, 394, 
69 L. ed. 342, 45 S. Ct. 129. We 
make that analysis, not to determine 
issues of fact arising on conflicting 
testimony or inferences, and thus to 
usurp the function of the state court 
as a trier of the facts, but to perform 
our own proper function in deciding 
the question of law arising upon the 
findings which the evidence permits. 
Kansas City S. R. Co. v. Albers Com- 
mission Co. supra. 

Here, the issues of fact were de- 
termined in the trial court. Counsel 
agree that under the state practice the 
court of civil appeals had no authority 
to make findings of fact. “Where 
the evidence is without conflict, it may 
render judgment. But where there is 
any conflict in the evidence on a ma- 
terial issue, it has no authority to sub- 
stitute its findings of fact for those of 
the trial court.” Post v. State (1914) 
106 Tex. 500, 501, 171 S. W. 707. 
The court of civil appeals held not 
only that appellant had failed to make 
good its claim that it was entitled to 
judgment in its favor but that, having 
regard to the presumption in favor of 
the Commission’s rate order and the 
clear and satisfactory proof required 
to overcome such presumption, appel- 
lant’s evidence was insufficient as 
matter of law to show that the Com- 
mission’s rate was confiscatory. The 
reasoning of the court of civil appeals 
was directed to the decision of those 
legal questions. Upon the issue of 
confiscation, the judgment of the trial 
court was affirmed and thus its find- 
ing of fact was not disturbed. 

[7] Separate questions are pre- 
sented (1) as to the value of appel- 
lant’s property, and (2) as to its re- 
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turn from operations. As to the first, 
the Commission found the value to 
be $885,000. But the Commission 
stated that this valuation included 
property which was neither used nor 
useful. If it be assumed that the 
Commission in the exercise of its leg- 
islative discretion might include that 
property in fixing a “reasonable rate,” 
still appellant would not be entitled 
to its inclusion on the issue of confis- 
cation. While the evidence as to val- 
ue was conflicting, we are unable to 
conclude that there was not adequate 
evidence to sustain a finding that the 
total property used and useful, after 
making deductions for the portions 
not of that sort, was worth not more 
than $750,000. 

[8] Appellant complains that the 
court of civil appeals based its con- 
clusion upon a valuation of “$700,- 
000” which appellant contends is in- 
admissible, and that the appellate 
court misapplied the rule as to the 
burden of proof in holding that the 
value must be “pared down unspar- 
ingly” to that amount. But we must 
distinguish “between what was said 
and what was done,” between “dic- 
tum and decision,” between reasoning 
and conclusion. Dayton Power & 
Light Co. v. Ohio Pub. Utilities Com- 
mission (1934) 292 U. S. 290, 298, 
302, 78 L. ed. 1267, 3 P.U.R.(N.S.) 
279, 54 S. Ct. 647. What the ap- 
pellate court did was to affirm the 
judgment of the trial court and if, as 
we think, a valuation of appellant’s 
property at $750,000 would have ade- 
quate support in the evidence, we need 
go no further in relation to that part 
of the case. 

[9] With respect to return from 
operations, the crucial question is 


whether appellant was entitled to 
have the rate for the future fixed 
with sole regard to the result of op- 
erations in the years 1932 and 1933, 
as appellant contends, or it was per- 
missible to fix the rate upon a consid- 
eration of the returns for a number 
of years, that is, for the four years 
prior to July 31, 1932, as taken by 
the Commission, or for that period 
and the years 1932 and 1933, as 
shown by the evidence before the 
trial court. The Commission held its 
hearing in the latter part of 1932 and 
made its order in June, 1933. Apart 
from the question raised by the ret- 
rospective feature of its order, we 
think it manifest that in fixing its rate 
for the future the Commission was 
not limited to the results of operations 
for the year ending July, 1932. Not 
only was that but a single year, but 
the Commission regarded it as an ab- 
normal year and the propriety of its 
ruling in that respect is supported by 
common knowledge of economic con- 
ditions at that time. Similarly, the 
trial court, sitting in the spring of 
1934, was not bound to limit its vision 
to the results of 1932 and 1933. 
What would happen in the future was 
necessarily a matter of prophecy. The 
Commission’s rate had not been put 
into effect and, in estimating what 
would be the consequence of the re- 
quirement, the court was entitled to 
a reasonable basis for prediction, 
especially in view of a contemplated 
emergence from a period of extreme 
depression. As the court of civil ap- 
peals observed, the way was open to 
the appellant to seek a change in the 
rate on proof of actual experience. 
Of course, appellant was entitled to 
take its chances on appellate review 
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of the trial court’s judgment, but it 
cannot complain of the delay incident 
to that review and its case must be 
judged as it stood before the trial 
court. We hold that there was no 
error in taking into consideration the 
results of appellant’s operations for 
the years 1929 to 1933, inclusive, ac- 
cording to the evidence produced in 
the trial court, and in determining the 
issue of confiscation in the light of the 
average return thus shown. 

Appellees introduced evidence tend- 
ing to show that appellant’s operating 
revenues, calculated on the basis of 
the 55-cent rate and after deducting 
the operating expenses deemed to be 
allowable and the annual allowance 
for depreciation, for the years ending 
June 30, 1929, 1930, and 1931, and 
July 31, 1932, yielded net amounts 
of $106,815.36, $123,293.02, $91,- 
554.04, and $48,556.88, respectively, 
and for the year 1933, $46,371.85. 
Appellant contends that on the basis 
of the 55-cent rate its net operating 
revenue for 1932 would have been but 
$10,086.25, and for 1933, $18,408.39. 
We do not think it necessary, so far 
as concerns the validity of the Com- 
mission’s rate in its prospective ap- 
plication, to extend this opinion by 
stating in detail the contentions pro 
and con as to these estimates, ques- 
tions which largely relate to the per- 
missible allowances for operating ex- 
penses. We are satisfied that if we 
consider the results of appellant’s op- 
erations for the entire period, 1929 to 
1933, the evidence was adequate to 
support the judgment of the trial 
court. 


Third. With respect to the ques. 
tion of the validity of that part of the 
Commission’s order which made its 
rate retroactive to January 1, 1932, 
considered in the light of the evi- 
dence relating to the intervening pe- 
riod and of the bond given on the 
appeal to the Commission from the 
city’s ordinance, this court is equally 
divided and the judgment of the court 
of civil appeals in that relation is ac- 
cordingly affirmed. 

Judgment affirmed. 


Mr. Justice Reed took no part in 
the consideration and decision of this 
case. 


Brack, J., concurring: Although 
I concur in sustaining the judgment 
of the court below, I do not agree 
that the rights of this Delaware cor- 
poration doing business in Texas are 
derived from the Fourteenth Amend- 
ment * or that the Fourteenth Amend- 
ment deprives Texas of its constitu- 
tional power to determine the reason- 
ableness of intrastate utility rates in 
that state. 

Even applying the Fourteenth 
Amendment under the prevailing doc- 
trine, I do not believe that this court 
(apart from procedural questions) is 
called upon to do more than determine 
the sole question of confiscation. Any 
indication by this court of the value 
of the company’s property will un- 
justifiably affect and control subse- 
quent valuations for rate-making pur- 
poses.* 

The record discloses a striking ab- 
sence of satisfactory evidence of the 
actual cost of the company’s proper- 





3See dissent filed in Connecticut General 
a8 Ins. Co. v. Johnson (1938) 302 U. S. — 
82 L. ed. —, 58 S. Ct. 436. 
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4See McCardle v. Indianapolis Water Co. 
oo 272 U. S. 400, 71 L. ed. 316, P.U.R. 
1927A, 15, 47 S. Ct. 144; McCart v. Indian- 
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ties; its funded indebtedness; the ac- 
tual investments of stockholders in 
the company; profits in past years; 
and the percentage of past profits to 
actual investment. These matters have 
important bearing upon the issue of 
confiscation. There is evidence that 
only a part of the company’s de- 
preciation reserve, accumulated over 
and above expenditures for repairs 
and property maintenance, reaches ap- 
proximately $500,000—or over 40 
per cent to 70 per cent of the various 
estimated values of all the company’s 
assets. In addition appellant has not 
shown beyond a reasonable doubt that 
there is an actual investment of stock- 
holders—over and above the amount 
of borrowed capital—which could be 
confiscated.’ Appellant has obviously 
failed to establish all the elements 
necessary to prove beyond a reason- 
able doubt * that the rate fixed by the 
state will result in confiscation of its 


property. 


Operating expenses. 

The record shows that appellant is 
one of many corporate associates and 
affiliates connected with the Electric 
Bond and Share Company and the 
United Gas System. Practically all 
operating expenses appeared as inter- 
company charges among these asso- 
ciates, affiliates, etc. Under these cir- 
cumstances confiscation cannot be es- 
tablished merely by proof that the 
books of appellant show alleged ex- 
penditures purporting to have been 
made by or through its affiliates, as- 
sociates, etc. The strong presumption 


of the validity of these rates—fixed 
by a state—can be overcome only by 
proof that each expenditure, alleged 
to have been made or incurred by or 
through an associate or affiliate, was 
in fact so made or incurred and was 
fair and reasonable. Such proof was 
not made in this case. As an illustra- 
tion, a witness testifying for the city 
said that it was impossible for him to 
ascertain proper operating expenses 
for the year 1933, because his exami- 
nation was confined to the South Tex- 
as Border Gas Company and the 
South Texas Gas Company “and all 
I saw in support of these items was 
intercompany invoices, and I was not 
able or had no way of determining 
whether items were proper or not.” 

Since the major part of appellant’s 
income is absorbed by associated 
companies in the name of “operating 
expenses” and by _intercorporate 
transactions, the operations and ex- 
penses of these associates, affiliates, 
etc., are brought within the field of 
inquiry. Referring to intercorporate 
transactions of holding companies, 
subsidiaries, associates, affiliates, etc., 
this court has said: 

“Tt is urged that as these averments 
were uncontradicted they constitute, 
when taken with the facts previously 
stated, a prima facie case for the rea- 
sonableness of the rate charged. This 
might well be true were it not for the 
fact of unity of ownership and con- 
trol of the pipe line and the distribu- 
tion system. An averment of nego- 
tiation and effort to procure a reduc- 





apolis Water Co. (1938) — U. S. 82 
L, ed. —, 21 P.U.R.(N.S.) 465, 58 S. Ct. 324; 
(1935) i3 F. ‘a 110, 12 P.U.R.(N.S.) 
478; (1937) 89 F (2d) 522, 525, 526, 18 
P.U.R,(N.S.) 279. 

5 Cf. Chicago & G. T. R. Co. v. Wellman 


[9] 129 


(1892) 143 U. S. 339, 36 L. ed. 176, 12 S. Ct. 
400 ; see gg Fs in em ——, —_ 

6Cf. San 7 Co. 
National oy (1899) 174 U. 6.799 754, 43 
L. ed. 1154, 19 S. Ct. 804; Ogden v. Saunders 
(1827) 12 Wheat. 213, 270, 6 L. ed. 606. 
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tion in the wholesale rate means little 
in the light of the fact that the nego- 
tiators are both acting in the same in- 
terest,—that of the holding company 
which controls both. All of these 
facts so averred in the pleadings 
would be far more persuasive with 
respect to the propriety of the rate 
if the parties were independent of 
each other and dealing at arm’s length. 
Where, however, they constitute but 
a single interest and involve the em- 
barkation of the total capital in what 
is in effect one enterprise, the elements 
of double profit and of the reason- 
ableness of intercompany charges 


must necessarily be the subject of in- 
quiry and scrutiny before the ques- 
tion as to the lawfulness of the retail 
rate based thereon can be satisfacto- 
rily answered. 

, The argument is made that 
the proofs demanded by the Commis- 


sion will involve an extensive and un- 
necessary valuation of the pipe-line 
company’s property and an analysis 
of its business and that this burden 
should not be thrown upon appellant. 
Whether this is so we need not now 
decide. It is enough to say that in 
view of the relations of the parties, 
and the power implicit therein arb- 
trarily to fix and maintain costs as 
respects the distributing company 
which do not represent the true value 


of the service rendered, the state ay- 
thority is entitled to a fair showing of 
the reasonableness of such costs, al- 
though this may involve a presenta- 
tion of evidence which would not be 
required in the case of parties dealing 
at arm’s length and in the general 
and open market, subject to the usual 
safeguards of bargaining and compe- 
tition.” 7 

Not only did appellant fail to prove 
the reasonableness of its intercompany 
dealings, but it did not—as requested 
in open court—produce a full list of 
salaries paid by its associates, affili- 
ates, etc. It is true that evidence did 
show that some of the officers of as- 
sociates, affiliates, etc., received from 
$65,000 to $100,000 a year but there 
was no proof of the reasonableness 
of such salaries or of their effect up- 
on appellant’s local gas distribution 
expenses. 

This court has previously declared 
the importance of salaries in deter- 
mining the question of confiscation in 
Chicago & G. T. R. Co. v. Wellman, 
supra, at p. 345 of 143 U. S. There 
it was said: 

“Of what do these operating ex- 
penses consist? Are they made up 
partially of extravagant salaries; fifty 
to one hundred thousand dollars to 
the president, and in like proportions 
to subordinate officers? Surely, be- 





7 Western Distributing Co. v. Kansas Pub. 
Service Commission, 285 U. S. 119, 126, 127, 
ae ed. 655, P.U.R.1932B, 236, 240, 52 S. Ct. 


“Purchases are frequently made by a mem- 
ber or members of a system from affiliates or 
subsidiaries, and with comparative infrequency 
from strangers. At times obscurity or con- 
fusion has been born of such relations. There 
is widespread belief that transfers between 
affiliates or subsidiaries complicate the task 
of rate making for regulatory Commissions and 
impede the search for truth. Buyer and seller 
in such circumstances may not be dealing at 


arm’s length, and the price agreed upon be- 
tween them may be a poor criterion of value. 
Dayton Power & Light Co. v. Ohio Pub. 
Utilities Commission (1934) 292 U. S. 290, 
295, 78 L. ed. 1267, 3 P.U.R.(N.S.) 279, 54 
S. Ct. 647; Western ‘Distributing Co. v. Kansas 
Pub. Service Commission, 285 U. S. 119, 76 
L. ed. 655, P.U.R.1932B, 236, 52 S. Ct. 283; 
Smith “" Illinois Bell "Teleph. Co. (1930) 
282 U. 133, 75 L. ed. 255, P.U.R.1931A, 
oS ron 65.” American Teleph. & a8 
Co. v a States (1936) 299 U. S 
239, 81 L. ed 142, 16 P.U.R.(N.S.) 225, 229, 

57 S. Ct. 170. 
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fore the courts are called upon to ad- 
judge an act of the legislature fixing 
maximum rates for 
railroad companies to be unconsti- 
tutional, they should be ful- 
ly advised as to what is done with the 
receipts and earnings of the company. 

While the protection of vested 
rights of property is the supreme duty 
of the courts, it has not come to this, 
that the legislative power rests sub- 
servient to the discretion of any rail- 
road corporation which may, by ex- 
orbitant and unreasonable salaries, or 
in some other improper way, transfer 
its earnings into what it is pleased to 
call ‘operating expenses.’ ”’ 

When a public utility chooses to 
pay out a large part of its “operating 
expenses” to corporate associates, af- 
filiates, etc., these payments might 
conceivably be used to drain the op- 
erating company’s income and to in- 
flate the “operating expenses.” In- 
flated operating expenses inevitably 
lead to inflated rates. Since affiliates, 
associates, etc., do not ordinarily deal 
at “arm’s length” appellant had the 
burden of proving the fairness and 
reasonableness of all expenditures 
made or charged as intercompany 
transactions. 


Due process and trial by jury. 
Appellant contended in the court 
below that “the submission of this 
case to a jury will deprive 
this defendant of that character of 
hearing and trial contemplated under 
the Constitution and laws of the Unit- 
ed States and of the Constitution and 
laws of the state of Texas.” Appel- 


lant here further insists that over ap- 
pellant’s protest, the court below did 
submit the cause to a jury “Despite 
the recognized inability of such a body 
to deal adequately with proof of that 
mature . . . , despite appellant's 
vigorous protest and efforts to extri- 
cate itself from this situation. . . .” 

The Constitution of the United 
States does not prohibit trial by jury, 
but the Seventh Amendment, judicial- 
ly construed as a limitation on the 
Federal government, provides: 

“In suits at common law, where 
the value in controversy shall exceed 
$20, the right of trial by jury shall 
be preserved, and no fact tried by a 
jury shall be otherwise reéxamined in 
any court of the United States, than 
according to the rules of the common 
law.” 

This court said in 1856° that 
“The words, ‘due process of law,’ 
were undoubtedly intended to convey 
the same meaning as the words, ‘by 
the law of the land’ in Magna Char- 
ta.” Again this court said: * 

“When Magna Charta declared 
that no freeman should be deprived 
of life, etc., ‘but by the judgment of 
his peers or by the law of the land,’ 
it referred to a trial by twelve jurors. 
Those who emigrated to this coun- 
try from England brought with them 
this great privilege ‘as their birthright 
and inheritance’ ‘The trial 

by a jury of one’s country, is 
justly esteemed one of the principal 
excellencies of our Constitution; for 
what greater security can any person 
have in his life, liberty, or estate, than 





§Barron v. Baltimore (1833) 7 Pet. 243, 
247, 8 L. ed. 672; Edwards v. Elliott (1874) 
21 Wall. 532, 557, 22 L. ed. 487. 


8 Den ex dem. ures: Hoboken Land & 


Improv. Co. 18 How 276, 15 L. ed. 372. 
10 Thompson v. Utah (1898) 170 U, S. 343, 
349, 350, 42 L. ed. 1061, 18 S. Ct. 620. 
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to be sure of not being divested of, or 
injured in any of these, without the 
sense and verdict of twelve honest and 
impartail men of his neighborhood?’ ” 


There is nothing in the letter or 
spirit of our Constitution or any con- 
stitutional amendment, which deprives 
a state of the right to submit issues 
of fact to a trial by jury. That Con- 
stitution indicates no preference for 
determination of facts by judges or 
masters appointed by judges. On the 
contrary, our Federal Constitution, 
the state Constitutions, and our na- 
tional tradition demonstrate a well- 
established preference for trial by 
jury. 

“One of the objections made to the 
acceptance of the Constitution as it 
came from the hands of the Conven- 
tion of 1787 was that it did not, in 
express words, preserve the right of 
trial by jury, and that under it, facts 
tried by a jury could be reéxamined 
by the courts of the United States 
otherwise than according to the rules 
of the common law. The Seventh 
Amendment was intended to meet 
these objections, and to deprive the 
courts of the United States of any 
such authority.” ™ 

Further, “Upon the reasoning in the 
case just referred to (Justices of Su- 
preme Court v. United States ex rel. 
Murray [1870] 9 Wall. 274, 278, 19 
L. ed. 658) it would seem to be clear 
that the last clause of the Seventh 
Amendment forbids the retrial by this 
court of the facts tried by the jury in 
the present case. Even if we 
were of opinion in view of the evi- 
dence that the jury erred in finding 


that no property right, of substantial 
value in money, had been taken from 
the Railroad Company, by reason of 
the opening of a street across its 
right of way, we cannot, on that 
ground, reéxamine the final judgment 
of the state court. We are permitted 
only to inquire whether the trial court 
prescribed any rule of law for the 
guidance of the jury that was in abso- 
lute disregard of the company’s right 
to just compensation.” ™ 

This cause was tried in the courts of 
Texas in accordance with regular 
court procedure applicable to such 
cases. The facts were submitted toa 
jury as provided by the Constitution 
and laws of that state, and in harmony 
with the traditions of the people of 
this nation. Under these circumstan- 
ces, no proper interpretation of the 
words “due process of law’’ contained 
in the Fourteenth Amendment, can 
justify the conclusion that appellant 
has been deprived of its property con- 
trary to that “due process.” In Oc- 
tober [Term], 1877, this court in 
Davidson v. New Orleans, 96 U. S. 
97, 105, 24 L. ed. 616—in discussing 
the Fourteenth Amendment—said: 

“But however this may be, or un- 
der whatever other clause of the Fed- 
eral Constitution we may review the 
case, it is not possible to hold that a 
party has, without due process of law, 
been deprived of his property, when 
as regards the issues affecting it, he 
has, by the laws of the state, a fair 
trial in a court of justice, according 
to the modes of proceeding applicable 
to such a case.” 

I concur in the affirmance. 





11 Chicago, B. & Q. R. Co. v. Chicago 
(1897) 166 U. S. 226, 243, 41 L. ed. 979, 
17 S. Ct. 581. 


18 166 U. S. at pp. 244, 246. 
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McReEynotps and Butter, JJ., 
dissenting: Mr. Justice Butler and I 
are of opinion that the judgment un- 
der review should be reversed. We 
adhere to the doctrine announced in 
Ohio Valley Water Co. v. Ben Avon, 
253 U. S. 287, 64 L. ed. 908, P.U.R. 
1920E, 814, 40 S. Ct. 527, and often 
reafhrmed. When rates fixed for a 
public service corporation by an ad- 
ministrative body are alleged to be 
confiscatory the Federal Constitution 
requires that fair opportunity be af- 
forded for submitting the contro- 
versy to a judicial tribunal for deter- 
mination upon its own independent 
judgment both as to law and facts. 
Here such opportunity has been de- 
nied. 

June 13, 1933 (2 P.U.R.(N.S.) 
503), the Texas Railroad Commis- 
sion directed appellant to observe a 
new schedule of rates. By bill pre- 
sented to the United States district 
court June 29, 1933, appellant chal- 
lenged this action as confiscatory. 
July 26, 1933, the Commission began 
this proceeding in the state court by 
filing an original petition which, 
among other things, alleged— 

“Notwithstanding defendant’s rem- 
edies are adequate and complete in 
the courts of this state, and notwith- 
standing every constitutional and le- 
gal right to which it may be entitled 
is and will be fully safeguarded and 
protected in said court, the defendant, 
nevertheless, elected to and did, on or 
about the 29th day of June, 1933, file 
its bill of complaint in the district 
court of the United States for the 
southern district of Texas, Laredo 
division, in a cause entitled, United 
Gas Public Service Company, plain- 
tiff vy. Lon A. Smith et al., defend- 


ants, No. 32 in equity, and being a 
cause wherein your defendant is plain- 
tiff and wherein each and all of your 
plaintiffs are defendants, except the 
state of Texas. 

“In said action in said United 
States district court, United Gas Pub- 
lic Service Company alleges in sub- 
stance and effect that the order en- 
tered by the Railroad Commission of 
Texas fixed and prescribed a rate con- 
fiscatory of its property used and use- 
ful in the public service, and alleged 
that said order is unconstitutional and 
upon said allegation [obtained] a tem- 
porary restraining order out of said 
court enjoining and restraining your 
plaintiffs and each of them (except 
the state of Texas) from compelling 
or attempting to compel your defend- 
ant to observe said order of said Com- 
mission. 

“Plaintiffs allege that the defend- 
ant is attempting to evade the laws of 
this state and the lawful order of the 
Railroad Commission of Texas fixing 
and prescribing rates and charges for 
the distribution and sale of natural 
gas within the limits of the city of 
Laredo, and that in charging a rate 
in excess of that prescribed by the 
Railroad Commission, plaintiffs here- 
in, and each of them, are suffering ir- 
reparable injury, and that there is no 
adequate remedy prescribed by the 
laws of this state which will protect 
the public interest involved and the 
rights of plaintiffs herein. 

“Plaintiffs are desirous of having 
the constitutional questions involved 
in the attack being made by United 
Gas Public Service Company upon 
the Commission’s order heard and de- 
termined in the courts of this state, 
and to that end desire this court to 
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enter a stay of proceedings in accord- 
ance with the provisions of § 380, Ti- 
tle 28, USCA® to the end that all pro- 
ceedings in the district courts of the 
United States will be stayed pending 
a final determination of this cause in 
the courts of this state. 

“This action is filed in this court 
in the nature of an appeal under the 
terms of Art. 6059, Revised Civil 
Statutes, but such appeal is not taken 
because the plaintiffs herein are dis- 
satisfied with the rates and charges 
prescribed in the Commission’s said 
order, but primarily for the purpose 
of protecting the jurisdiction of this 
court and its venue to hear and final- 
ly determine the matters in contro- 
versy and to enforce the said order 
if it should be determined to be valid 
upon final hearing.” 

The petition asked: That the de- 
fendant appear and answer; that up- 
on final trial the plaintiffs have an 
appropriate judgment; that defend- 
ant be enjoined from charging any 
rates other than those fixed by the 
Commission; also that an order issue 
staying further proceedings by the 
Commission pending the termination 
of this suit, etc. 

July 26, 1933, the state court en- 
tered a stay order as prayed. Au- 
gust 17, 1933, upon the Commission’s 
application, the United States district 
court ordered that all proceedings in 


that court be stayed, pending final ac- 
tion by the state court. 

Under the compulsion indicated, 
appellant unwillingly appeared in the 
state court and filed an answer set- 
ting up its rights under the Federal 
Constitution. The matter was sup- 
posed to stand in that court for hear- 
ing de novo. Voluminous evidence 
was presented by both sides. 

Notwithstanding appellant’s defi- 
nite objections and its duly presented 
requests for adequate instructions, a 
single issue was submitted to the jury. 
“Do you find that the order of the 
Railroad Commission of Texas bear- 
ing date June 13, 1933, providing for 
a 55-cent gas rate to residential con- 
sumers within the city of Laredo, 
Texas, under the facts introduced 
in evidence before you, is unreason- 
able and unjust to defendant, United 
Gas Public Service Company? An- 
swer this question ‘Yes,’ or ‘No.’” 
The jury answered “No,” and judg- 
ment affirming the Commission’s or- 
der in part was entered. 


The court of civil appeals took the 
cause for review upon the record made 
in the district court. The following 
excerpts from its opinion (13 P.U.R. 
(N.S.) 86, 90, 95, 98, 89 S. W. (2d) 
1094) sufficiently indicate the reasons 
which moved it partly to sustain and 
partly to overrule the judgment of the 
trial court and finally to approve the 
Commission’s action in toto. 





13 Section 380, Title 28 USCA. 


“It is further provided that if before the 
final hearing of such application [to a Federal 
court for injunction] a suit shall have been 
brought in a court of the state having juris- 
diction thereof under the laws of such state, 
to enforce such statute or order, accompanied 
by a stay in such state court of proceedings 
under such statute or order pending the de- 
termination of such suit by such state court, 
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all proceedings in any court of the United 
States to restrain the execution of such stat- 
ute or order shall be stayed pending the 
final determination of such suit in the courts 
of the state. Such stay may be vacated up- 
on proof made after hearing, and notice of 
ten days served upon the attorney general of 
the state, that the suit in the state courts is 
——- prosecuted with diligence and good 
fai ” 
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“We have reached the conclusion 

that appellant not only failed to estab- 
lish its claim for reversal and rendi- 
tion of judgment in its favor, but 
that when viewed in the light of the 
presumption in favor of the validity 
of the Commission’s rate order, and 
of the quantum and character of proof 
required to overcome such presump- 
tion, the evidence adduced was in- 
sufficient, as a matter of law, to show 
that the 55-cent rate order was ei- 
ther unjust and unreasonable or con- 
fiscatory. In view of this conclusion 
all questions of practice presented in 
‘Part II’ of the brief go out of the 
case. ; 
“In absence of an actual test of the 
rate, the court on appeal must resolve 
all doubts against the complaining 
party; pare down valuations unspar- 
ingly; and the rate must appear to be 
clearly confiscatory, or unjust and un- 
reasonable before the court should by 
injunction restrain its enforcement in 
advance of actual experience of the 
practical results of the rate. 

“That, in advance of any actual 
test of the practical result of the new 
rate, the court on appeal will not dis- 
turb the rate where it is based upon 
conflicting evidence as to valuations 
of property, or as to any other item 
used as a basis for the calculation of 
the rate ; because to do so would mere- 
ly substitute the findings of the court 
or jury upon conflicting evidence for 
that of the Commission, and would 


therefore permit the court to exercise 
the legislative function of rate mak- 
ing. Railroad Commission v. Shu- 
pee (Tex. Civ. App. 1933) 57 S. 
W. (2d) 295, affirming (1934) 123 
Tex. 521, 73 S. W. (2d) 505. And 
that by ‘resolving all doubts against’ 
the appellant ‘and using valuations 
pared down unsparingly,’ there could 
have been no reasonable doubt in the 
judicial mind that the 55-cent rate 
was neither confiscatory nor unjust 
and unreasonable. Newton v. Con- 
solidated Gas Co. 258 U. S. 165, 66 
L. ed. 538, P.U.R.1922B, 752, 42 S. 
Ct. 264.” 

Considering the rules which the 
court of civil appeals declared ap- 
plicable to the trial, quite evidently 
appellant had no adequate opportunity 
to submit the law and facts relevant 
to the controversy to a fair judicial 
tribunal for determination according 
to its own independent judgment. 

A tribunal required to accept 
weighty presumptions against a de- 
fendant, resolve all doubts against 
it, pare down valuations to the utmost 
and refuse a judgment in its favor 
when the evidence is conflicting as to 
valuations or other important ele- 
ments, could not reach an independent 
judgment in respect of the law and 
facts—could not arrive at a fair judi- 
cial determination. To us the pro- 
ceedings in the state courts seem an 
empty show. 
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New York ex rel. Consolidated Water 
Company of Utica 


Milo R. Maitbiec er al. 


[No. 380.] 
(302 U. S. —, 82 L. ed. —, 58 S. Ct. 506.) 


Appeal and review, § 4 — Right to independent judgment of court — Remedy 
adopted by complainant. 

1. A public utility company appealing to the Supreme Court from a state 
court’s decision which upheld a Commission rate reduction order has no 
standing to raise the question whether it is entitled to the exercise of the 
independent judgment of a court as to the law and the facts with respect 
to the issue of confiscation, when the company itself sought review by cer- 
tiorari instead of invoking the plenary jurisdiction of a court of equity 
and it does not appear that this remedy is not available under the state 
law, p. 137. 


Appeal and review, § 48 — Scope of review in certiorari proceedings. 
2. Only questions of law ate open under the New York state practice, 
including the question whether there was evidence to sustain the findings 
of the Commission, upon review of the Commission’s rate orders by cer- 
tiorari, p. 137. 

Courts, § 12 — Jurisdiction — Absence of Federal question. 


3. No substantial Federal question is presented on appeal by a public 
utility company from an order of a state court, in certiorari proceedings, 
sustaining a Commission rate reduction order alleged to be confiscatory, 
when under state practice only questions of law were open, p. 137. 


[February 14, 1938.] 
y  esaeg from order of Court of Appeals of New York affirm- 
ing order of Appellate Division which sustained a Com- 
mission rate reduction order; motion to dismiss granted. For 


state court decision, see 275 N. Y. 357, 20 P.U.R.(N.S.) 375, 
9 N. E. (2d) 961. 


> 


Per Curiam: Ina proceeding be- to the city of Utica and adjacent com- 
fore the Public Service Commission munities, the Commission, on June 
of the state of New York relating to 28, 1933 (3 P.U.R.(N.S.) 173) aft- 
rates for water supplied by appellant er full hearing and upon findings de- 
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termining the fair value of the prop- 
erty of appellant used and useful in 
rendering service to its customers, the 
amount of annual operating income 
required to yield a 6 per cent return 
upon such fair value, and the average 
operating income of the company for 
the years 1930 and 1931 (as adjust- 
ed to allow for additional expense), 
directed appellant to file a schedule of 
rates which should effect a reduction 
in its annual operating revenues of at 
least $120,000 per annum. The Com- 
mission denied .a rehearing with per- 
mission to apply for an increase of 
rates if, after a reasonable time, it 
should appear that a definite change 
in prices had occurred. 

In certiorari proceedings, appel- 
lant challenged these determinations 
and orders as unlawful and confisca- 
tory, in violation of the due process 
and equal protection clauses of the 
Fourteenth Amendment of the Consti- 
tution of the United States. The ap- 
pellate division, third department, of 
the supreme court of the state, sus- 
tained the action of the Commission 
(245 App. Div. 866, 282 N. Y. Supp. 
412) and the court of appeals af- 
firmed the order of the appellate di- 
vision. (1937) 275 N. Y. 357, 20 
P.U.R.(N.S.) 375, 9 N. E. (2d) 
961. The case comes here on appeal 
which appellees move to dismiss for 
the want of jurisdiction upon the 
ground that no substantial Federal 
question is involved. 

[1] 1. Appellant contends that 
it is entitled to the exercise of the in- 
dependent judgment of a court as to 
the law and the facts with respect to 
the issue of confiscation and that such 
a review has not been accorded be- 


cause of the limitations imposed by 
the state practice in certiorari pro- 
ceedings. 275 N. Y. at p. 370. Ap- 
pellant has no standing to raise this 
question as appellant itself sought re- 
view by certiorari and has not invoked 
the plenary jurisdiction of a court of 
equity and it does not appear that this 
remedy is not available under the 
state law. People ex rel. Pennsyl- 
vania Gas Co. v. Public Service Com- 
mission, 211 App. Div. 253, 256, 
P.U.R.1925C, 608, 207 N. Y. Supp. 
599; New Rochelle Water Co. v. 
Maltbie (1936) 248 App. Div. 66, 
70, 15 P.U.R.(N.S.) 32, 289 N. Y. 
Supp. 388. 

[2, 3] 2. Upon the review of the 
Commission’s orders by certiorari, 
only questions of law were open un- 
der the state practice, including the 
question whether there was evidence 
to sustain the findings of the Commis- 
sion. 275 N. Y. at p. 366. In that 
view no substantial Federal question 
is presented. Cedar Rapids Gas Light 
Co. v. Cedar Rapids (1912) 223 U. S. 
655, 668-670, 56 L. ed. 594, 32 S. Ct. 
389; Interstate Commerce Commis- 
sion v. Louisville & N. R. Co. (1913) 
227 U. S. 88, 91, 92, 57 L. ed. 431, 
33 S. Ct. 185; People ex rel. New 
York & Q. Gas Co. v. McCall (1916) 
219 N. Y. 84, 88-90, P.U.R.1917A, 
553, 113 N. E. 795, Ann. Cas. 1916E, 
1042; (1917) 245 U. S. 345, 348, 
349, 62 L. ed. 337, P.U.R.1918A, 
792, 38 S. Ct. 122. The motion to 
dismiss is granted. 

Dismissed. 


Mr. Justice Cardozo took no part in 
the consideration and decision of this 
case. 
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Re Lowell Gas Light Company 


[D. P. U. 5418.] 


Expenses, § 80 — Merchandising losses. 
1. Loss to a public utility company from merchandising of appliances is 
not to be borne by the consumer, p. 142. 


Expenses, § 57 — Interest — Expenditure not benefiting ratepayer. 
2. An interest expenditure which is a charge for carrying the burden of 
an improvident, if not reprehensible, act on the part of a public utility com- 
pany and which in no way inures to the benefit of the ratepayer should 
not be a charge on the ratepayer, p. 143. 


Evidence, § 30 — Record of earlier proceeding — Admissibility. 

3. Earlier proceedings relating to a public utility company, and resulting 
in orders relating to future conduct of the company from which in some 
instances the company departed, were held to be admissible in a rate case 
where in each of the earlier cases the company appeared and was represent- 
ed by counsel and offered evidence and where an opportuntiy was afforded 
to the company in the present proceeding to introduce further evidence 
upon the issue, p. 143. 


Expenses, § 125 — Gas utility — Cost of coal — Increased price for residuals 
as offset. 
4. Any allowance for additional cost of coal used by a gas utility should 
be somewhat reduced so far as the prices of residuals are predictable, since 
the Commission has the right to assume that the increase in cost of coal 
will, to a certain extent, similarly influence the prices of coke, coal tar, 
ammonia, and other residuals, p. 143. 


Expenses, § 84 — Payments to affiliates — Management contract — Burden of 
proof. 
5. The burden of proof of substantiating a management fee paid to an 
affiliated company under a management contract is upon the utility com- 
pany, p. 144. 


Expenses, § 5 — Commission jurisdiction — Payments under management 
contract. 
6. The Commission has authority to scrutinize payments by a public utility 
company to an affiliated management company when such payments are 
returned as operating expenses, in order to decide whether they are so 
unreasonable as to burden the ratepayer, p. 144. 


Valuation, § 216 — Unused real estate. 
7. Real estate acquired by a gas utility company for the purpose of new 
office quarters but never used for that purpose cannot be regarded as used 
and useful so far as the ratepayer is concerned; the risk of purchase and 
carrying charges of this real estate must be borne by the stockholders, p. 
147. 
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Expenses, § 53 — Taxes on unused property. 
8. Taxes paid on miscellaneous physical property not regarded as used and 
useful should be excluded from the annual operating expenses, but in 
determining the amount to be excluded there should be a reduction to the 
extent of net revenue which the company receives from the property and 
reports in its annual return, p. 147. 


Expenses, § 57 — Interest charge or discount charge — Borrowings on collateral 
— Leases and contracts of customers. 

9. The fact that a gas utility company was paying an average interest charge 
or discount charge of between 6 per cent and 7 per cent upon borrowings 
upon collateral consisting of leases and contracts of customers given for 
appliances, this resulting from discounts of loans by the deduction of 34 
per cent outright, while other gas companies were securing loans at as 
low a rate as 14 per cent, was considered in determining operating expenses, 
p. 147. 

Public utilities, § 129 — Hypothecation of assets. 
10. Hypothecation of the assets of a gas company outside of the common- 
wealth is a practice which does not have the approval of the Department, 
p. 147. 

Dividends, § 6 — Distribution from past earnings. 
11. The surplus of past net earnings of the property of a gas utility com- 
pany, although not belonging to the public, is properly represented in sur- 
plus account, and where such earnings are merged in the general property 
of the corporation, such past earnings should not be entirely available for 
distribution, p. 148. 

Expenses, § 19 — Discharge of “moral obligation” — Stockholders’ losses. 
12. It is not unreasonable in the public interest to require that the dis- 
charge of a “moral obligation” by payments to stockholders who lost money 
through purchase of stock of an affiliated company should be deferred until 
more prosperous times if thereby a rate increase may be avoided, or be 
paid directly by the stockholders out of their own dividends and not in- 
directly by the ratepayer, p. 149. 

Expenses, § 80 — Loss on merchandise and jobbing — Rental expense. 
13. A loss on merchandise and jobbing of a gas utility, deducted from 
operating expenses, should have added to it other expenses such as rental 
of showroom, p. 150. 

Return, § 7 — Basis — Par of outstanding stock. 
14. A gas company economically and efficiently operated ought not to 
have difficulty in financing its affairs when it appears that it can earn 
through its normal operations in the sale of gas a sum sufficient to pay 
a fair return on the par of its outstanding stock, p. 151. 

[December 29, 1937.] 


| anche wig ps! by Department in connection with proposed 
schedule of rates for gas; proposed schedule disapproved and 
disallowed. 
¥ 
By the DEPARTMENT: The Lowell Department certain proposed increas- 
Gas Light Company filed with the es in its rates and charges for gas to 
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become effective July 1, 1937. Where- 
upon the Department, under authority 
of § 94 of Chap. 164 of the General 
Laws (Ter. Ed.), suspended the pro- 
posed rates and voted to enter upon 
an investigation upon its own motion 
as to the propriety of the proposed 
new schedule. The proposed rates 
have been suspended from time to 
time pending the outcome of such in- 
vestigation. Public hearings were 
had at which opposition to the proposed 
rates was made upon behalf of the 
city government of Lowell and oth- 
ers. The city government of Lowell 
was represented at the hearings by the 
city solicitor and offered evidence and 
arguments why the proposed new in- 
creases should not become effective. 

The proposed schedule under inves- 
tigation provides for an increase ap- 
plicable to Lowell, Dracut, Chelms- 
ford, and Tewksbury. Other towns 
such as Billerica, Westford, Tyngs- 
borough, Dunstable, and Pepperell 
are not to be affected. The increase, 
based upon the monthly consump- 
tion per meter, contemplates an addi- 
tional charge of 2 cents per hundred 
cubic feet of gas following the pres- 
ent first step of 50 cents net for the 
first 100 cubic feet, so that the second 
step of the existing schedule (now 13 
cents net for the next 400 cubic feet) 
and the third step (now 11 cents net 
for the next 4,500 cubic feet) each 
will be increased 2 cents per hundred 
cubic feet. The result of the proposed 
increase in the first thousand cubic 
feet will be to increase the present rate 
of $1.57 to $1.75 and the next 4,000 
cubic feet from $1.10 to $1.30 per 
thousand cubic feet. 

It was stated by counsel for the 
company at the hearings that the pur- 
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pose of the proposed increase, based 
upon the present gas consumption of 
the customers, is expected to supply 
additional annual revenue of approxi- 
mately $68,000, and that the neces- 
sity for an increase in rates of the 
company is required because of higher 
costs anticipated for the coming year 
for coal, wages, materials, and social 
security tax, itemized as follows: For 
coal, $40,000; for wages, $20,000; 
for materials, $5,000; and for social 
security tax, $3,000. 

The financial policies of this com- 
pany have come in recent years before 
the Department, and our decisions and 
orders have been brought into this 
matter by the claims of the city solici- 
tor and others, and, we believe, re- 
quire consideration in the disposition 
of this investigation. 

On October 27, 1932 (D.P.U. 
4474 [P.U.R.1933A, 460]), the De- 
partment approved the issue by the 
Lowell Gas Light Company of first 
mortgage bonds secured by mortgage 
of the company’s franchise and prop- 
erty to the amount of $950,000 pay- 
able September 1, 1947, bearing in- 
terest at 54 per cent. The proceeds 
of the bonds were ordered to be used 
toward the payment of outstanding in- 
debtedness of the company consisting 
of coupon notes to the amount of $1,- 
500,000 issued in June, 1931, payable 
in one year. It was a condition of the 
order that the company should reduce 
its premium account by the amount 
of $450,000 and that any moneys re- 
covered on account of the loan made 
by the Lowell Gas Light Company to 
the American Commonwealths Pow- 
er Associates should be applied to ad- 
ditions and improvements in the prop- 
erty of the company or to the reduc- 
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tion of bonds or notes issued to retire 
said coupon notes of $1,500,000. 

The events that led to the order in 
D.P.U. 4474 may be thus described: 
The Lowell Gas Light Company, on 
June 15, 1931, issued coupon notes to 
the amount of $1,500,000. These 
coupon notes were distributed largely 
among savings and other investment 
institutions. The approval of this De- 
partment to the issue of these coupon 
notes was neither sought nor required, 
because a one-year maturity of stock, 
bonds, and other evidences of indebt- 
edness of a gas or electric company 
did not require approval of the De- 
partment under General Laws, Chap. 
164, § 14. Thus, the matter did not 
come to the attention of the Depart- 
ment at the time of the issue and dis- 
tribution of the notes. We point: to 
the manner in which the money was 
used, and the statement in the return 
of the company for 1931 that the pur- 
pose for the coupon note issue was 
“To retire current indebtedness of 
the company and for other corporate 
purposes,” and to the fact that the 
proceeds of the coupon notes were not 
so used, but largely taken and loaned 
to the holding company, the Ameri- 
can Commonwealths Power Associ- 
ates. Upon maturity of the coupon 
notes the Lowell Gas Light Company 
was unable to refund them and ac- 
cordingly, actuated by fear of receiv- 
ership, the company petitioned for 
and received the approval of this De- 
partment to issue first mortgage bonds 
to the extent of $950,000. That this 
was an unusual situation, and not the 
ordinary approval of corporate secu- 
tities of a public utility, is found in the 
following language of the majority 
opinion : 
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We are confronted with 
the practical question as to whether 
it is better to authorize the issue of 
bonds and thus avoid a receivership, 
or to deny the application and leave 
the note holders to obtain payment of 
their notes as best they can.” (P.U.R. 
1933A, at p. 462.) 

The action of the directors of the 
Lowell Gas Light Company in loan- 
ing the borrowed funds to the New 
York holding company was charac- 
terized as “reprehensible.” All of 
these bonds are now outstanding, and 
the interest payable thereon consti- 
tutes an annual expense item of $42,- 
750. Regardless of what subsequent- 
ly took place upon the books of the 
Lowell Gas Light Company, the loan 
to the holding company was never re- 
paid, although some hope of such hap- 
pening is expressed in our order 
D.P.U. 4474. We shall speak later 
about the write-offs in regard to the 
loan. 

On December 10, 1934, the Lowell 
Gas Light Company filed with the 
Department a new schedule of rates 
to become effective January 1, 1935, 
which new schedule provided for in- 
creases in its general service rates. 
Petitions of customers of the company 
and of the mayor of the city of Lowell 
protesting against the proposed rates 
were filed (D.P.U. 4915, 4916). -Aft- 
er notice, public hearings were held 
upon said petitions, and on June 28, 
1935 (10 P.U.R.(N.S.) 111) the 
Department ordered that the schedule 
in question be disapproved, disallowed, 
and canceled, and that the rates then 
in existence at the time of the filing 
of said schedule remain in effect. 

This decision was likewise made a 
part of the present controversy and 
22 P.U.R.(N.S.) 
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therefore enters into the discussion 
of this case. 

[1] In said decision (D.P.U. 
4915, 4916) there is a reference to 
the indebtedness of the American 
Commonwealths Power Associates 
then carried on the books of the Low- 
ell Gas Light Company as notes re- 
ceivable of $1,149,297.95, and ac- 
counts receivable of $37,356.15, and 
regarded as of doubtful value. It 
was observed that if these items were 
eliminated the profit and loss balance 
of the company would be wiped out 
and the surplus invested in plant be 
reduced to $143,424.61. There is 


also a statement in the decision that 
at the end of 1934 it was the opinion 
of the Department that there was no 
impairment of the capital of the com- 
pany, and the property was probably 
worth the par value of its capital 
stock, premium account, and outstand- 


ing indebtedness. Other portions of 
that decision were intended to bring 
to the attention of the company the 
requirements of the Department as to 
accounting practice of gas and elec- 
tric companies when the merchandis- 
ing of appliances results in a loss. The 
company reported such loss in mer- 
chandizing operations for the year 
1934 of $10,376.83. The opinion 
states : 

“The merchandising of appliances 
resulted in a loss for the year 1934 of 
$10,376.83. We have heretofore tak- 
en the attitude that where a company 
sees fit to engage in the merchandis- 
ing of appliances and the operation re- 
sults in a loss, this loss ought not to 
be borne by the consumers but should 
be borne by the stockholders. Elimi- 
nating this loss from the income state- 
ment increases the net income for the 
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year 1934 to $83,284.04.” (10 P.ULR. 
(N.S.) at p. 113.) 

We are of the same opinion now 
and believe that the loss of $2,555.89 
for 1936 is not to be borne by the con- 
sumer. 

A management contract then in ef- 
fect by which the American Com- 
monwealths Power Associates re- 
ceived 3 per cent of the gross reve- 
nues of the company also was consid- 
ered. The total amount paid by the 
Lowell Company to the Associates 
under the management contract then 
in effect was $25,233.74 for the year 
1934. In speaking of this manage- 
ment contract and payments thereun- 
der, the opinion says: 

“Capitalizable expenditures during 
the past year have been few in num- 
ber and small in amount, and it would 
seem that the local manager, who has 
been in charge since January, 1932, 
could have carried out the services 
entailed by the few additions, better- 
ments, and extensions made during 
the year. We are of the opinion that, 
in view of the economic conditions in 
1934, the services furnished under 
this contract were not worth what 
they cost the company. It is true that 
since the issuance of bonds and notes 
in 1933 to finance pressing indebted- 
ness the majority of the directors 
have been independent directors, 
largely representing creditors of the 
company, and although the manage- 
ment contract by its terms could be 
terminated upon thirty days’ notice, 
no action has been taken thereon. 
Nevertheless we feel confident that the 
services received by the company 
could have been performed directly by 
itself, or obtained otherwise, at a cost 
not exceeding $15,000. The savings 
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that would have thus resulted would 
have amounted to $7,254.16.” (10 
P.U.R.(N.S.) at p. 113.) 

[2] Reference is also made in the 
opinion that the increase in new busi- 
ness salaries, law expense, and in in- 
terest charges, raised doubt as to their 
proper inclusion in operating expen- 
ses for the entire amounts so returned. 
Referring to an item of $15,065.97, 
charged to operating expense as in- 
terest, the opinion states: 

“This expenditure in no way in- 
ured to the benefit of the ratepayer, 
and, as a consequence, the ratepayer 
should not be charged for carrying the 
burden of an improvident, if not rep- 
rehensible, act on the part of the com- 
pany.” (10 P.U.R.(N.S.) at p. 
114.) 

The comparable figure for 1936. is 
$11,891.15 and we believe that a part 
of this sum should not be a charge on 
the ratepayer as stated in the above 
opinion. 

[3] Requests for rulings filed by 
the company numbered 185, 186, and 
187 relate to the admissibility of the 
proceedings just referred to in the 
present case. These proceedings were 
incorporated in the evidence during 
the hearings upon motion of the city 
solicitor. This was in accord with the 
established practice in rate hearings 
before the Department. In each of 
these cases the company appeared and 
was represented by counsel and of- 
fered evidence. An opportunity was 
afforded to the company in the pres- 
ent proceedings to introduce further 
evidence upon these issues. We can- 
not say that these proceedings were 
too remote and not relevant in the 
present case. The orders in these de- 
cisions related to future conduct of 
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the company. In some instances the 
company departed therefrom. Ac- 
cordingly the requests just referred 
to are denied. 


Coal 


At the hearing the company claimed 
that the higher costs for coal antici- 
pated for the coming year would 
amount to from $36,000 to $43,000, 
or an increase of from 60 to 70 cents 
per ton. According to the 1936 re- 
turn the company used 56,246 tons 
of coal at an average cost per ton of 
about $5.85. It appears from an an- 
swer to a request of the company, the 
C. H. Sprague & Sons Company, now 
supplying the Lowell Gas Light Com- 
pany with coal, stated that there 
would be an increase in the cost of 
coal to become effective early in Oc- 
tober, due to the fixing of minimum 
coal prices by the National Bituminous 
Coal Commission and that it was the 
judgment of the Sprague Company 
that the increased cost of coal used 
by the Lowell Gas Light Company 
would result in an additional charge 
of 40 cents per net ton and possibly 
as much as 50 cents, to become effec- 
tive December 16, 1937. Upon the 
assumption that the Lowell Company 
would use the same amount of coal 
that it did in 1936, this additional 
charge would be from $22,500 to 
$28,000, instead of $36,000 to $43,- 
000 as claimed by the company. 

[4] At this time in the interest of 
the ratepayer, we have the right to 
assume that the increase in cost of 
coal will to a certain extent similarly 
influence the prices of coke, coal tar, 
ammonia, and other residuals of the 
company and any allowance for addi- 
tional cost of coal should be some- 
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what reduced so far as the prices of 
residuals are predictable. In assum- 
ing higher income from residuals, we 
appreciate the difficulty in selling 
residuals at top prices and do not 
overlook the advantages to be gained 
by the company in selling whole- 
sale quantities at lower prices to re- 
sponsible customers. From our ex- 
perience we are able to state that the 
cost of fuel and the recovery from 
coke sales and other residuals consti- 
tute major items in the cost of gas 
produced by a coal gas company such 
as the Lowell Company. The situa- 
tion is unlike that in the electric in- 
dustry, which is not concerned with 
residuals. An examination of the 


dealings in coke of the Lowell Com- 
pany indicates that less than 40 per 
cent of the coke was sold at a maxi- 
mum price to local customers and that 
over 60 per cent was sold at prices be- 


low the maximum to the common- 
wealth, to dealers and other gas com- 
panies. It was admitted by the com- 
pany (page 314) that the revenue 
from the sale of residuals would be 
“approximately $10,000 greater than 
(we) experienced in 1936.” 


Management Fees 


[5,6] Coming to the considera- 
tion of payments of management fees, 
amounting to $27,312.38 for the 
year 1936, made by the Lowell Gas 
Light Company to the Public Utili- 
ties Management Corporation, with 
offices in New York, it is claimed that 
this sum was reduced by a “dividend” 
return amounting to $5,712. The 
amount of management fee for the 
year 1937 cannot be stated with ex- 
actness at this time, but we know that 
it is to be computed at 3 per cent of 


22 P.U.R.(N.S.) 


the gross income. In order to ac- 
count for a management fee of $27,- 
312.38, it is necessary to add together 
not only the gross operating revenue 
from all sales of gas and gas opera- 
tions but also the merchandising and 
jobbing revenue, although the latter 
showed a net operating loss. It was 
testified to that there was a return, a 
so-called “dividend,” in 1937 of $4,- 
760 from the management company, 
with the possibility of $4,000 more. 
Our accounting division estimates 
that since 1931 management fees ag- 
gregating $140,000 have been paid 
by the Lowell Company to the Ameri- 
can Commonwealths Power Associ- 
ates, American Gas & Power Com- 
pany, and the Public Utility Manage- 
ment Corporation of New York. 

The Lowell Gas Light Company 
has a contract with a mutual service 
management company and is physical- 
ly independent in gas operations, as 
well as isolated from the six other 
companies in the management system. 
These other utilities are located in 
Minneapolis, Minnesota; Birming- 
ham, Alabama; Savannah, Georgia; 
Jacksonville and St. Augustine, Flor- 
ida; and Bangor, Maine. 

We can see no benefit to be re- 
ceived by the Lowell Company from 
unity with such other companies, 
sometimes considered as justifying a 
general system expense. It is diffi- 
cult to imagine similarity of manage- 
ment problems or engineering services, 
or even a fair spread of costs where 
the individual operating companies 
are so widely scattered. Moreover, 
there is a general office staff of sal- 
aried officials of the Lowell Gas Light 
Company, receiving substantial salar- 
ies. The president and general man- 
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ager is paid an annual salary of $8,- 
500. The treasurer and clerk receives 
$4,327.50 and the assistant treasurer, 
$2,455. Substantial yearly salaries 
are paid in other departments of the 
company ; in one case as high as $5,- 
200. In addition to the foregoing, 
the president and general manager re- 
ceives $1,100 a year for services as 
“supervisor of operations” of the 
Bangor Company. Accounting and 
auditing is done by an independent 
concern and charged and paid for by 
the Lowell Company. Charges are 
found in the breakdown of operating 
expenses of the Lowell Company for 
traveling of several officers of both 
the management concern and the 
Lowell Company between the New 
York office of the management com- 
pany and Lowell. 

Although the management contract 
provides under the heading of Taxes 


for “Supervision and Preparation and 
Filing of Tax Returns with Federal, 


State, and Municipal Authorities, 
Checking and Attending to the Pay- 
ment of Tax Bills, Dealing with All 
Increases from Tax Officials, and 
Handling Governmental Audits of 
Returns, Advising and Attending to 
All Necessary Subsequent Relations, 
Such as Hearings and Claims up to 
and Including the Final Adjustment,” 
it appeared that in the recent tax 
abatement case of the Lowell Com- 
pany legal expenses running into 
thousands of dollars were all assumed 
and paid by that company and no part 
by the management company. It ap- 
pears, also, that the management con- 
tract provides that “the company will 
pay to the management corporation 
aper diem fee in a reasonable amount 
to be agreed upon between the com- 
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pany and the Management Corpora- 
tion for the services of engineers, ac- 
countants, publicity men, and rate 
men and other experts of any kind, 
and their assistants, for such time as 
they may engage on work for the com- 
pany away from the office of the Man- 
agement Corporation.” 

We feel that the arrangement for 
the management fee is not a dealing 
at arm’s length and that the officials 
of the Lowell Company are not free 
agents, and refer to the fact that the 
executive vice president of the Pub- 
lic Utility Management Corporation, 
New York, is also a director in the 
Lowell Company, Minneapolis Com- 
pany, and the Birmingham Company. 
Although it was not shown that the 
Management company directly owns 
any stock in the Lowell Company, it 
was admitted in the evidence that the 
“directorate of this Management Cor- 
poration and of the seven companies 
are pretty closely interlocked” (page 
427). There are other methods of 
control of a corporation than through 
stock ownership (see Natural Gas 
Pipeline Co. v. Slattery [1937] — 
U. S. —, 82 L. ed. —, 21 P.U.LR. 
(N.S.) 255, 58 S. Ct. 199). There is 
further evidence, if it is necessary to 
go further on this line, in the returns 
in evidence to show relationship of the 
Lowell Gas Light Company, the Pub- 
lic Utilities Associates, the American 
Commonwealths Power Associates, 
and the American Gas and Power 
Company through stock ownership in 
the Lowell Gas Light Company, loans, 
assignment of the management con- 
tract before us, and personnel of prin- 
cipal officers. The management fee 
is computed at the arbitrary rate of 3 
per cent on the gross income of the 
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Lowell Company, so that the Manage- 
ment Company stands to win even 
where the Lowell Company, as it now 
claims, is denied a fair return upon 
its investment. Based upon the net 
income for the year 1936 of. $64,000, 
the management fee of $21,600 is 
equivalent to 334 per cent thereof. 
We are not convinced that the present 
arrangement is beneficial to the rate- 
payer. A simple arrangement of 
charging for actual benefits, as, when, 
and if, received by the Lowell Com- 
pany can be substituted for the present 
management contract and the public 
suspicion and irritation excited by 
such arrangements, and evidenced in 
rate hearings, avoided. Many other 
gas companies in this commonwealth 
are carrying on business in the man- 
ner just suggested. 

We believe the burden of proof of 
substantiating the management fee is 
upon the company under the circum- 
stances and this it has not done. At 
the hearing it was intimated by the 
company that this mutual management 
service contract was permissible un- 
der the Public Utility Holding Act of 
1935, and that the terms of that act 
provide for the approval of manage- 
ment contracts by the Security and 
Exchange Commission. There was 
no evidence introduced at the hearing 
by the company that this management 
contract before us had been filed in 
accordance with the provisions of the 
act, or of such approval. 

What was stated in the former de- 
cision of this Department in D.P.U. 
4915 and 4916, and hereinbefore 
quoted, appears to apply to the pres- 
ent situation that the local manager 
now receiving a substantial salary 
“could have carried out the services 
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entailed by the few additions, better- 
ments, and extensions made during 
the year.” 

Arguments of counsel for the com- 
pany have been directed to certain 
statements in decisions to the effect 
that a regulatory Commission is not 
vested with powers of management of 
a utility, since the state is not the 
owner of such property. Missouri ex 
rel. Southwestern Bell Teleph. Co. v. 
Public Service Commission, 262 U. S. 
276, 289, 67 L. ed. 981, P.U.R.1923C, 
193, 43 S. Ct. 544, 31 A.L.R. 807; 
State P.U.C. ex rel. Springfield v. 
Springfield Gas & E. Co. (1919) 291 
Ill. 209, 234, P.U.R.1920C, 640, 125 
N. E. 891. Limitations upon our au- 
thority in this connection are the sub- 
ject of Requests for Rulings numbered 
191 to 194 inclusive, 197, and 198. 
We are here construing a management 
contract and a substantial sum of 
money paid out thereon. It becomes 
necessary to examine, as far as we 
are able to do so, into the necessities 
and policies of an operating company 
under the regulatory jurisdiction of 
the Department in order to decide 
whether these payments are so unrea- 
sonable as to burden the ratepayer. 
We rule, if such a ruling is material, 
that the Management Company is an 
affiliate within the meaning of Stat. 
1935, Chap. 335, § 2C, and deny re- 
quest No. 195. (See also Chap. 227, 
Acts of 1935.) The authority to 
scrutinize payments returned as Op- 
erating expenses, in our opinion, is 
not restricted by that statute. (See 
Western Distributing Co. v. Kansas 
Pub. Service Commission, 285 U. S. 
119, 76 L. ed. 655, P.U.R.1932B, 
236, 52 S. Ct. 283.) Request No. 
177 is denied. Previous references i 
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decisions of this Department as to this 
management contract are not to be 
construed as an official approval of 
said contract by the Department. 


Real Estate 


[7, 8] There are various items in- 
cluded in operating expenses relating 
to certain real estate carried on the 
books of the company which items 
were objected to by the city solicitor. 
These objections relate to the follow- 
ing: 

1 dwelling house on School street. 

5 dwelling houses on Perrin street. 

2 dwelling houses on Bryant street. 

131,775 square feet of land on 
Walker street. 

101,666 square feet of land on 
Spring court. 

8,770 square feet of land and build- 


ing 37-41 Kearney square. 


This real estate is carried on the 
books of the company at a value of 
$126,273.67 and is assessed at ap- 
proximately $200,000, upon which an 
annual real property tax is paid to the 
tity of Lowell of $9,373.49. The 
Kearney Square property, for which 
the company paid $92,747.52, known 
as the Prescott Mill property was ac- 
quired by the company for the pur- 
pose of new office quarters, but was 
never used for that purpose. There 
was testimony that the best offer the 
company had received for the Pres- 
cott Mill property was $5,000. We 
are of the opinion that this real estate 
tannot be regarded as “used and use- 
ful” so far as the ratepayer is con- 
cerned. The risk of purchase and 
arrying charges of this real estate 
must be borne by the stockholders. 
Furthermore, the taxes, which amount 
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to $9,373.49, paid on this miscellane- 
ous physical property for the year 
1936 should be excluded from the an- 
nual operating expenses. This sum 
should be reduced to the extent of the 
net revenue of $2,594.69, which the 
company receives from this property 
as reported in the annual return for 
1936, so that the net annual loss to the 
company in carrying this real estate 
was at least $6,778.80. 


New Business—Merchandising and 
Jobbing Accounts 


The total new business expense of 
the company for the: year 1936, as 
stated in its returns, was $53,420.56. 
Our accounting division reports this 
account is so closely related to Mer- * 
chandsing and Jobbing account that 
it is difficult to segregate accurately 
certain expenses between these two 
accounts, although it seems that the 
company has endeavored to allocate 
these expenses wherever possible. 
But as to the Merchandising and Job- 
bing account, there is a report of a 
loss of $2,555.89 for the year 1936, 
which would be more if part of other 
expense were added, such as rent of 
the premises used for showrooms. 
This Merchandising and Jobbing ac- 
count has been operating at a yearly 
loss to the company, and the present 
loss is the lowest in the 6-year period. 
In accordance with our decision in 
D.P.U. 4915 and 4916, supra, this 
loss is to be excluded from operating 
expenses. (See also Edison Cases, 
D.P.U. 4439, 4444, 4468 [5 P.U.R. 
(N.S.) 369].) 


Discounts 
[9, 10] The company admits that 
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it is paying an average interest charge 
or discount charge of between 6 per 
cent and 7 per cent upon borrowings 
upon collateral consisting of leases 
and contracts of the customers given 
for appliances. It appears that the 
company discounts its loans by the 
deduction of 3} per cent outright. It 
was computed that the method adopt- 
ed results in an annual interest rate of 
between 6 per cent and 7 per cent. 
This rate was objected to by the city 
as excessive and unreasonable for a 
public utility to pay. Other gas com- 
panies in the commonwealth are se- 
curing loans as low as 14 per cent, 
and we have objected to instances 
where it was called to our attention 
- that a Massachusetts utility was pay- 
ing as high as 6 per cent. Probably 


if the company’s credit position was 
not impaired by the first mortgage, 


it would be enabled to borrow money 
at a much lower rate of interest. Con- 
sideration of these facts is given in 
determining the operating expenses of 
the company. Hypothecation of the 
assets of the company outside of the 
commonwealth is also a practice which 
does not have the approval of this 
Department. 


Dividend Declaration 


Reference in the testimony to these 
dividends requires an explanatory 
statement of what has occurred. Ac- 
cording to the evidence, the Lowell 
Gas Light Company in 1933 declared 
a 19 per cent dividend. This was in 
excess of its current earnings and the 
purpose stated was to use the amount 
of dividend to reduce the American 
Commonwealths Associates’ indebted- 
ness to the Lowell Company, which 
was carried upon its books as an as- 
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set, but of doubtful value (see refer- 
ence to this claim in D.P.U. 4474 
[P.U.R.1933A,460]). This dividend 
amounted to $289,000 and was de- 
clared and paid to the American Com- 
monwealths Power Associates and 
paid by this company to the Lowell 
Company through a journal entry be- 
cause no such amount of cash was 
available for distribution. A small 
part of this sum was paid in cash to 
a few minority stockholders. The 
net earnings for that year after de- 
ducting depreciation and other items 
charged to surplus were $104,000 less 
than the dividend and the amount of 
the dividend was credited against the 
indebtedness of the American Com- 
monwealths Power Associates. The 
deficit caused by the payment of this 
dividend was deducted by appropri- 
ate entry upon the books of the com- 
pany from its Surplus account then 
carried at $1,068,000. 

In 1934 the Lowell Gas Light 
Company declared a 9 per cent divi- 
dend in the same way and for the 
same purpose. The dividend amount- 
ed to $137,164.50 which was un- 
earned to the extent of $64,257.29 
and was accomplished through a jour- 
nal entry and not in cash. This fur- 
ther reduced the indebtedness of the 
Associates to the company above 
spoken of. In 1935 a 10 per cent 
dividend paid by journal entry for the 
same purpose fell short by $60,515 of 
being earned, and, finally, on August 
5, 1935, a letter from the Department 
authorized the writing off of the bal- 
ance of the indebtedness of the Com- 
monwealths Associates and the sur- 
plus was balanced downward to se- 
cure this result. 

[11] While the surplus of past netf 
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arnings of the property of the com- 
pany may not belong to the public, ac- 
ording to decisions of our court 
(Fall River Gas Works Co. v. Gas 
& E. L. Comrs. [1913] 214 Mass. 
529, 539, 102 N. E. 475) such earn- 
ings are properly represented in its 
Surplus account, and where such earn- 
ings are merged in the general prop- 
ety of the corporation, such past 
arnings should not be entirely avail- 
able for distribution. (See the deci- 
sion of this Department in the North- 
ampton Rate Case, D.P.U. 4370.) 
The authority for such position is 
therein stated. 


Noninterest-bearing Obligations 


[12] Our attention is now directed 
to certain payments made since 1934 
by the Lowell Gas Light Company to 
stockholders who lost money through 
their purchase of American Common- 


wealth Power Corporation preferred 
stock. 

In the 1934 return of the company 
appears the following note (p. 201): 


“Note: As at December 31, 1934, 
there were outstanding $312,469, 
principal amount of serial noninter- 
est-bearing obligations of this com- 
pany out of a total of $330,225 to be 
issued. In each calendar year here- 
after, beginning with 1934, in which 
the directors of this company shall 
vote that there are net earnings avail- 
able for the payment of dividends, the 
company will pay one-twentieth of the 
principal of these obligations, such 
payments to continue from time to 
time until twenty instalments of one- 
twentieth each of the principal of each 
of these obligations have been paid 
without interest. In any calendar 
mycar in which in the judgment of the 
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directors no net earnings are available 
for dividends, no instalments shall be 
due, but in no calendar year shall a 
dividend be paid on the stock of this 
company, until after the payment of 
the instalments of one-twentieth of 
the principal of each of these obliga- 
tions shall have been voted. The 1934 
instalments in the total amount of 
$15,623.45, have been paid on all ob- 
ligations outstanding at December 31, 
1934.” 

In the note to the 1936 return there 
is a statement that, as a result of pay- 
ments therein described, the net 
amount of these obligations outstand- 
ing on December 31, 1936, was re- 
duced to $291,034.30. One-twentieth 
of the principal amount of these ob- 
ligations refers to an annual cash out- 
lay of about $15,000. During the 
year 1936, the sum of $9,200 was 
actually paid on these serial nonin- 
terest-bearing obligations. The bal- 
ance of some $6,000 had not then been 
called for by holders. These obliga- 
tions have been referred to in the tes- 
timony of Mr. Balch, the treasurer of 
the Lowell Gas Light Company, as a 
“moral obligation” to the customers 
of the company who had purchased the 
preferred stock of the American Com- 
monwealth Power Corporation and 
had lost their money in that stock. 
While the obligation is claimed to be 
outstanding, such is not incorporated 
in the financial structure at all, but 
when payments are actually made they 
are charged to the surplus and do not 
go into operating expenses. 

However commendable this desire 
of the company to reimburse certain 
innocent customers and stockholders 
for losses the company believes itself 
morally responsible for, if, by these 
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annual payments, the company in- 
creases its needs, and thereby seeks to 
raise the price of gas, the public in- 
terest becomes involved. 

But, whatever is the bookkeeping 
allocation of these outlays, it is a 
stubborn fact that they must come 
from the current cash of the corpora- 
tion which is now supplied by the 
ratepayer or borrowings. The com- 
pany cannot pay this sum by physical 
distributions of plant or equipment 
into which its surplus is plowed 
back. It is not unreasonable in the 
public interest to require that the dis- 
charge of this “moral obligation,” so- 
called, should be deferred until more 
prosperous times, if thereby a rate 
increase may be avoided; or be paid 
directly by the stockholders out of 
their own dividends, and not indirect- 
ly by the ratepayer. The ratepayer as 
a Class is not responsible for creating 
the situation. 


Other Savings 


According to the testimony there 
will be an annual saving of $7,000 be- 
cause of the discharge of two employ- 
ees, one of whom was retired on a 
pension. The lower rate now appli- 
cable to first mortgage bond interest 
will result in a reduction of $1,500 for 
the coming year over that of 1936, 
because a lower rate was only appli- 
cable for part of the year 1936. The 
abatement in the local tax assessment 
obtained in 1937 will result in a sav- 
ing of about $12,800 due to an abate- 
ment of about $300,000 in valuation 
by the city of Lowell. 

We believe also that a part of the 
“Miscellaneous Interest Deductions” 
in the income statement of the com- 
pany in the 1936 return amounting to 
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$11,891 should not be included as anf’ 
operating expense and estimate the 
amount thus disallowed to be approx. 
imately $5,000. There should be in- 
cluded also as a saving to the company 
nonrecurring legal expense and other 
items, amounting to $5,500, now in- 
cluded under “Miscellaneous General 
Expenses.” 


Summary 


We make the following determina- 
tions and findings: In our opinion 
the gross earnings from operations 
under the present rate schedule will 
be substantially the same as in 1936, 
although it did appear that there was 
in 1936 an increase over 1935 of 
about $12,000, and, we believe that an 
enterprising management should do 
as well in the immediate future. 

[13] In determining operating ex- 
penses and charges, the net income 
balance as of December 31, 1936, ac- 
cording to the return of the company 
to the Department, is stated to be 
$64,631.08, which sum, in our judg- 
ment, should have been substantially 
increased for the reasons heretofore 
stated. By deducting at least $10,000 
from the amount paid the manage- 
ment company, in our opinion, an am- 
ple amount remains for such necessi- 
ties as might require the officers of 
the company to seek outside assist- 
ance. As already stated, there should 
be a deduction of $6,778.78 as net 
loss for carrying real estate not re- 
quired for gas operations. The loss 
on merchandise and jobbing is $2, 
555.89, and should have added to it 
other expenses, such as rental of 
showroom, making a total of approx- 
imately $3,500. Other deductions, 
which we have classified, and set out 
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in detail, under the title “Other Sav- 
ings,” total $31,800. 


Conclusion 


In coming to a conclusion as to 
the proposed rates we note that the 
return filed in 1936 showed that the 
Plant Investment account amounted 
to$3,576,624. Deducting the deprecia- 
tion reserve accounts of $733,606, the 
figure is $2,843,018. There was no 
credible evidence as to the reproduc- 
tion cost new less observed deprecia- 
tion. The net earnings available for 
dividends, according to the 1936 re- 
turn, amounted to $64,631. To this 
sum should be added $2,555, which is 
the loss shown on the returns of the 
company in its Merchandise and Job- 
bing account. Furthermore, as we 
have stated in this opinion, we be- 
lieve that a fee of $8,000 is adequate 
for the management service contract, 
thus making available the sum of 
$10,000 additional to the income bal- 
ance of the company. We believe, 
further, that the sum of $5,000 should 
be deducted from the item “Miscella- 
neous Interest Deductions,” following 
the reasoning of the opinion in 
D.P.U. 4915-4916 (10 P.U.R.(N.S.) 
111) that inasmuch as the total ex- 
penditure in this item of $11,891 did 
not entirely inure to the benefit of 
the ratepayer he should not be charged 
with carrying the burden of an im- 
provident or imprudent act on the 
part of the company. There also 
should be added to the income account 
the sum of approximately $6,700, 
which is the net loss on real property 
not used and useful in gas operations 
of the company. Adding these fig- 
ures together, we get a total of ap- 
proximately $88,886, a sum which 
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should be adequate to give a fair re- 
turn on the par of the common stock 
outstanding, which is $1,524,050. 
[14] As has been stated in this 
opinion, the company asks additional 
income for expenses outlined in its 
petition. We believe that approxi- 
mately $28,000 will be needed for 
coal, approximately $20,000 for in- 
creased wages, about $5,000 for in- 
creased cost of materials, and $3,000 
for social security. There is some 
question whether or not this social 
security increase should be $8,000, 
instead of $3,000, due to the fact that 
only $2,000 was paid for this kind of 
insurance in 1936. Whatever the sit- 
uation may be regarding the social 
security tax, and the evidence was not 
clear on this point, we believe that 
these additional expenditures can be 
made up largely by other savings such 
as local taxes, bond interest, nonre- 
curring charges, and an increase in 
income received from sales of resid- 
uals. In our decision in D.P.U. 
4915-4916 we stated that the show- 
ing of the Lowell Gas Light Company 
“is as good as that of most gas com- 
panies in the state that confine their 
business to the sale and distribution 
of gas.” Our viewpoint has not 
changed. The following statement in 
the decision in the Northampton Case 
(D.P.U. 4730) seems pertinent : 
“Since 1804, (Stat. 1804, chap. 
125), when regulation of rates ap- 
plicable to turnpikes was first under- 
taken, down to the present day, capi- 
tal honestly and prudently invested in 
a public utility has uniformly been 
taken, both by the legislature and by 
Commissions, as a guide in determin- 
ing the reasonable rates to be charged. 
Ordinarily the par value of the out- 
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standing stock will fairly measure the 
stockholder’s investment, and after 
payment of operating expenses and 
adequate allowance for depreciation 
and obsolescence, rates which will per- 
mit the payment of -dividends upon 
the stock sufficient to maintain its 
market value at a price that will en- 
able the stockholder readily to recoup 
his investment, has not in Massachu- 
setts been viewed as denying a fair 
return to the stockholders.” 

In the present case our opinion is 
that this gas company, economically 
and efficiently operated, ought not to 
have difficulty in financing its affairs 
when it appears that it can earn 
through its normal operations in the 
sale of gas a sum sufficient to pay a 
fair return on the par of its outstand- 
ing stock. 

At the conclusion of the evidence 


the petitioners filed 202 requests for 
rulings of law. Many of these were 
discussed in the opinion. We now 
rule upon all the requests as follows: 
[List of numbers omitted. ] 

Accordingly, it is 

Ordered, that the schedule of rates 
for gas filed by the Lowell Gas Light 
Company on May 20, 1937, to be- 
come effective July 1, 1937 (M. D. 
P.U. No. 35, General Service Rate), 
the operation of which schedule was 
suspended by the Department by suc- 
cessive orders until December 31, 
1937, be and hereby is disapproved 
and disallowed ; and it is 

Further ordered, that the said 
schedule of rates filed May 20, 1937, 
be and hereby is canceled, and that 
the rates in existence at the time of 
the filing of said schedule remain in 
effect. 





OHIO PUBLIC UTILITIES COMMISSION 


Re The Federal Gas & Fuel Company 


[No. 9150.] 


Appeal and review, § 32 Appeal from city ordinance — Effect of ownership 


change. 


1. The merger of two gas companies operating in the same city into a 
third company pending appeals by both companies from an ordinance 
establishing gas rates does not in any way change the situation existing 
at the time the appeal was taken, p. 154. 


Commissions, § 17 — Jurisdiction — Statutory restrictions. 
2. The power and authority of the Commission is fixed by statute and it 
is permitted to do only that which the law authorizes, p. 154. 


Rates, § 48 — Power of Commission — Appeal from ordinance — Establishment 


of interim rates. 


3. The Commission is without power or authority to authorize or permit 
a public utility company to collect a rate pending the final disposition of 
an appeal from a rate ordinance other than or differing from that fixed 
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by the ordinance or in force and effect immediately prior to the taking 


effect of the ordinance, p. 154. 


[January 19, 1938.] 


Mom by gas company for authority to establish interim 
rates subject to refund provisions pending final de- 
position of an appeal from a city rate ordinance; denied. 


By the Commission: Request is 
made by the appellant company for 
an order by the Commission permit- 
ting it to collect from its customers 
who are served with gas through the 
lines formerly owned by The Federal 
Gas and Fuel Company, a rate for 
gas furnished such customers of 55 
cents per thousand cubic feet with a 
minimum monthly charge of 75 cents 
pending the final disposition of the 
appeal from the ordinance of the city 
of Columbus now being heard, the 
said so-called interim charge being 
identical to the rate now being col- 
lected by the company under bond 
from its customers served through the 
lines and property heretofore owned 
by The Columbus Gas and Fuel Com- 
pany. So much of the amount so col- 
lected in excess of the 48-cent rate, 
now being collected, is either to be 
impounded until final disposition of 
this cause by the Commission, or col- 
lected under a bond to be given by the 
company, providing for a refund to 
its said customers of any amount col- 
lected by it in excess of the amount 
which shall finally be determined the 
company was authorized to collect 
from such customers. This request 
was made in the form of a motion 
in the name of The Federal Gas and 
Fuel Company on behalf of The Ohio 
Fuel Gas Company, the present own- 
er and operator of the former prop- 
erties of The Federal Gas and Fuel 
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Company and is urged by the com- 
pany for the reasons, among others, 
that upon record so far made in this 
proceeding the company is entitled to 
receive for the services rendered to 
its customers during the ordinance pe- 
riod and to charge and collect from its 
said customers a rate of not less than 
the amount requested; that more than 
three fifths of the time said ordinance 
is to run has already expired, and 
there is a great probability that this 
proceeding will not be concluded by 
the Commission for many months to 
come and the company will be denied 
the receipt by it of such increase in 
rates which it has shown it is entitled 
to for the period of the ordinance, and 
that it is unfair and inequitable to the 
company not to permit it to collect 
such increased rate during the remain- 
ing period of the ordinance. 

The ordinance in question was en- 
acted by the city of Columbus in the 
fall of 1934 and is to run for a period 
of five years from that time. At the 
time the ordinance was enacted, two 
separate gas companies were furnish- 
ing gas to the citizens of Columbus, 
one, The Columbus Gas and Fuel 
Company, the other, The Federal Gas 
and Fuel Company, both, however, 
being subsidiaries of The Columbia 
Gas and Electric Corporation and both 
companies took appeals from said or- 
dinance to this Commission. The Co- 
lumbus Gas and Fuel Company at that 
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time was collecting from its. consum- 
ers the rate of 55 cents per thousand 
cubic feet of gas furnished, being a 
rate theretofore fixed and determined 
by the Commission as the rate to be 
charged by it for such service and be- 
ing the rate in effect at the time said 
ordinance was enacted. That com- 
pany elected, during the pendency of 
its said appeal, to collect the said rates 
and charges and gave the bond pro- 
vided for by statute in such cases con- 
ditioned that it refund to its custom- 
ers the amount collected by it in ex- 
cess of the amount which will finally 
be determined it was authorized to 
collect from such consumers. At the 
time the ordinance was enacted and 
the appeal taken therefrom by The 
Federal Gas and Fuel Company, said 
company was collecting from its con- 
sumers the rate of 48 cents per thous- 
and cubic feet of gas, said charge be- 
ing in accordance with the rate and 
charge of said company in force and 
effect immediately prior to the taking 
effect of the ordinance appealed from. 
After the date of said ordinance and 
after appeals had been taken there- 
from by said companies, the two com- 
panies were merged with The Ohio 
Fuel Gas Company, which latter com- 
pany is now operating said former 
properties and serving all of the for- 
mer customers of both said compa- 
nies with gas in the city of Columbus. 
The customers of the former Colum- 
bus Gas and Fuel Company are be- 
ing charged the rate of 55 cents per 
thousand cubic feet of gas, while the 
customers of the former Federal Gas 
and Fuel Company are being charged 
at the rate of 48 cents per thousand 
cubic feet for gas furnished. The 
merger of these properties with that 
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of The Ohio Fuel Gas Company was 
consummated in the early part of the 
year 1935. It is contended on the part 
of the company that on the record as 
made so far in this proceeding the 
customers of the former Federal Gas 
and Fuel Company should be charged 
and pay the same rate for gas fur- 
nished that is being charged and col- 
lected from the customers of the for- 
mer Columbus Gas and Fuel Com- 


pany. 

[1] While the properties of the 
two former companies are now owned 
and operated by The Ohio Fuel Gas 
Company, there were two appeals filed 
with this Commission from the ordi- 
nance of 1934 and separate proceed- 
ings instituted in accordance with the 
provisions of the statute applicable to 
complaints and appeals from ordinan- 
ces on the part of public utilities af- 
fected and in our opinion the change 
of ownership of the property of The 
Federal Gas and Fuel Company does 
not in any way change the situation 
existing at the time the appeal was 
taken. 

[2, 3] The power and authority of 
this Commission is fixed by statute 
and we are only permitted to do that 
which the law authorizes. Municipal- 
ities are authorized to establish by 
ordinance the rate a natural gas com- 
pany may charge for the commodity 
or service furnished by it to the citi- 
zens of the municipality and special 
provision is made by law for an ap- 
peal from such ordinance to this Com- 
mission and in such cases this Com- 
mission is authorized to do certain 
things in relation to the rate so fixed. 
The Commission is authorized upon 
and after full hearing to fix and de- 
termine a different rate than that pro- 
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vided for in the ordinance upon find- 
ing that the rate fixed by ordinance is 
unjust or unreasonable or insufficient 
to yield reasonable compensation for 
the service rendered, which rate so 
fixed by the Commission must be just 
and reasonable for the service ren- 
dered, or the Commission may find 
and declare that the rate fixed by the 
ordinance is just and reasonable, and 
ratify and confirm the same. We look 
in vain for any authority in the stat- 
ute whereby the Commission can fix 
an interim rate or any rate that might 
be collected pending the final dispo- 
sition of the case. The statute, 


§ 61445, provides that the appeal to 
the Commission shall not suspend, va- 
cate, or set aside the rate fixed by the 
ordinance appealed from unless the 
public utility shall elect to charge the 
rate in force and effect immediately 
prior to the taking effect of the regu- 


lation complained of and shall give 
an undertaking in such an amount as 
the Commission shall determine. The 
Federal Gas and Fuel Company, at 
the time of entering its appeal, elect- 
ed to charge the rate in force and ef- 
fect immediately prior to the taking 
effect of the ordinance complained of 
which, as we have already noted, is 
the rate of 48 cents per thousand cu- 
bic feet of gas furnished. As this 
rate so charged and collected is the 
same as that fixed and prescribed by 
the ordinance appealed from, an un- 
dertaking was not required to be giv- 
en on the part of the company and 
the proffer on the part of the company 
to give a bond or undertaking provid- 
ed for in § 614-45 was denied by the 
Commission on November 13, 1934. 
It is immaterial, for the purpose of 
this case, whether or not the rate fixed 
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by ordinance is suspended by reason 
of the appeal or the rate collected by 
the company is the one in force and 
effect immediately prior to the tak- 
ing effect of the ordinance complained 
of. The rate collected, pending the 
final disposition of the case, is the 
same in either instance and is the only 
rate which can be collected under the 
statute pending final disposition of the 
proceeding and the Commission is 
without authority under the statute to 
substitute any rate pending the final 
disposition of the proceeding for ei- 
ther the ordinance rate or the one in 
force and effect immediately prior to 
the taking effect of the ordinance com- 
plained of. It is only after full hear- 
ing and after the Commission finds 
and determines that the rate fixed by 
ordinance is or will be unjust or un- 
reasonable or insufficient to yield rea- 
sonable compensation for the service 
rendered, can a different rate be fixed 
and permitted to be collected. 

The statute further provides that 
no rate so determined by the Com- 
mission shall become effective or val- 
id until after the Commission shall 
have ascertained and determined the 
valuation of the property of the com- 
pany upon which such rate is based 
and that such valuation shall be as- 
certained and determined in the man- 
ner authorized by law. This proceed- 
ing has not progressed to a point 
where the Commission can ascertain 
and determine the valuation of the 
property upon which to base such rate 
and any rate arrived at or determined 
by the Commission in any other man- 
ner would be unauthorized and of no 
effect. 

What we have said brings us to but 
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one conclusion and that is, the Com- 
mission is without power or author- 
ity to authorize or permit the com- 
pany to collect a rate pending the final 
disposition of this case other than or 
different from that fixed by the or- 
dinance or in force and effect imme- 


have without expressing any opinion 
as to whether or not the record so far 
made in this proceeding warrants a 
rate over and above that fixed by the 
ordinance, as, in our opinion, we have 
no power or authority to permit the 
collection of a rate during the pend- 


ency of the proceeding different than 
the ordinance rate or the one in force 
and effect prior to the taking effect of 
the ordinance in question. 


diately prior to the taking effect of the 
ordinance. The motion of the com- 
pany must, therefore, be denied. 

We dispose of this motion as we 





TENNESSEE RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Southern Bell Telephone & Telegraph 
Company 


[Docket No. 2082.] 


Rates, § 541 — Telephones — Extra exchange mileage — Air line basis. 
1. The reasonable mileage measurement for use in computing rates for 
telephone stations located beyond the base rate area is upon the basis of 
air line mileage rather than route mileage, p. 158. 


§ 556 — Telephone — Extension sets — Jack and plug equipment. 

2. A monthly charge for jack and plug equipment installed for use of port- 
able extensions should be eliminated and a single installation charge per jack 
should be established, p. 158. 


§ 541 — Telephone — Base rate areas. 

3. Base rate areas for telephone service, instead of following municipal 
limits, should extend to embrace near-by territory in which there is a con- 
siderable density of population using telephone service, p. 158. 


Rates, § 586 — Telephone — Toll service — Overtime charges. 
4. A telephone company was required to compute charges for person-to- 
person service, for periods of time in excess of the initial period of three 
minutes and for distances in excess of 30 miles, for each overtime minute 
at one-third the initial period rate adjusted to the nearest lower 5-cent figure, 
and the company was required to change a provision that overtime conver- 
sations on person-to-person calls not in excess of ten minutes should be 
charged for at rates based on the person-to-person schedule and thereafter 
on the station-to-station overtime rate so as to provide that station-to-station 
overtime rates would apply to person-to-person calls for the above distances 
on all conversations beyond six minutes including the initial period, p. 159. 
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Rates, § 558 — Telephone — Hand sets. 


5. Revised telephone rate tariffs were required to reflect the elimination of 
monthly charges on hand sets already operative under orders of the Com- 
mission made during the rate proceeding and the period of investigation 


prior thereto, p. 160. 


[January 26, 1938.] 


oo ordering telephone company to show cause why 
reduction should not be made in charges; reductions ordered 
in local exchange and toll rates. 


APPEARANCES: Albert Williams, 
Attorney, and William A. Roberts, 
Special Counsel for the Commission ; 
J. Washington Moore, for the city of 
Nashville; E. P. McCallum, Jr., for 
the city of Memphis; E. D. Smith, 
John T. Goree, Ed. T. Seay, J. C. 
Edwards, Joe V. Williams, H. D. 
Minor, and Thomas G. McConnell, for 
respondent, Telephone Company. 


By the Commission: The above 
cause came on to be heard pursuant 
to a rule to show cause issued under 
date of July 20, 1937. On the return 
date appearance was entered on be- 
half of the respondent, Southern Bell 
Telephone and Telegraph Company, 
and a time and place was fixed for the 
hearing of evidence. Hearings here- 
in have continued until the present 
date. On December 9, 1937, the re- 
spondent concluded the presentation 
of its evidence and rested its case. 
Thereafter, on January 14, 1938, a 
recess was had for the purpose of re- 
viewing the evidence of record and 
material compiled for the use of the 
Commission’s staff and as a result 
thereof counsel for the Commission 
presented a schedule of reduced rates 
and charges said to be justified by the 
data. 

The record on behalf of the com- 
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pany is exceptionally full and com- 
plete and special reports and studies 
have been required by the Commis- 
sion and supplied by the company in 
the course of both its direct examina- 
tion and the cross-examination by 
Commission counsel. The Commis- 
sion has considered this record and 
other pertinent data of which it may 
take judicial notice and is of the opin- 
ion that the following modifications 
and reductions in the rates and charg- 
es of the respondent in the state of 
Tennessee should be made and will re- 
sult in reasonable rates. 


Exchange Service 


Service connection charges. The 
present residential service connection 
charge, including charges for outside 
moves and similar services, is $3.50. 
The reasonable rate as found herein is 
$2 throughout the state. The present 
service connection charge for business 
telephones is $3.50. The reasonable 
rate in exchange areas of less than 
10,000 stations as defined in the tariffs 
of the respondent is $2.50 and in ex- 
change areas where the number of sta- 
tions exceeds 10,000 it is $3. The 
present charge for service connection 
where the facilities remain in place 
is $1.50. The reasonable charge 
found by the Commission is $1.25 in 
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Memphis, Nashville, Knoxville, and 
Chattanooga, and $1 throughout the 
remainder of the state. 

Inside movement of stations. The 
present rate for the movement of tele- 
phone stations within the premises is 
$3. The reasonable rate as found 
herein is $2. 

Extension stations. The present 
rate for extension service is $1.25 per 
month for business telephones and $1 
per month for residential telephones. 
The reasonable rate as found herein 
is $1 for business telephones and 75 
cents for residential telephones. 

Extension stations, outside mileage. 
A mileage charge of 63 cents per 
month for each one-quarter mile or 
fraction thereof has been charged and 
collected for exterior wire mileage to 
extension stations on the same prem- 
ises. The reasonable rate is found to 
be 20 cents per month for each one- 
tenth of a mile involved in such out- 
side extension installation. 

[1] Extra exchange line mileage 
(small exchanges). Except in con- 
nection with the four principal ex- 
changes in the state, mileage to sta- 
tions located beyond the base rate area 
has been computed upon the basis of 
route mileage. We find that the rea- 
sonable mileage measurement for use 
in computing rates for such stations 
is upon the basis of air line mileage. 

[2] Jack and plug equipment. Jack 
and plug equipment installed for use 
of portable extensions is at present 
covered in the tariff schedules at the 
rate of 25 cents per month for each 
jack in business installations and 15 
cents per month for each jack in resi- 
dential installations. We find that the 
monthly charge should be eliminated 
in each case and that a single installa- 
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tion charge of $4 per jack, applicable 
to service installed on or after the ap- 
propriate effective date herein is the 
reasonable rate. 

[3] Base rate areas. The base rate 
areas in the four principal cities have 
heretofore followed, with a few ex- 
ceptions, the municipal limits. As a 
result of extension of these limits sub- 
stantial changes in the base rate areas 
have been made in Memphis. The 
base rate areas in Chattanooga and 
KnoxviHe embrace substantial area in 
which telephone installations are scat- 
tered and few. We have caused to 
be prepared and there are filed with 
this order as a part hereof maps show- 
ing the present and proposed base rate 
areas of Nashville, Chattanooga, 
Memphis, and Knoxville. Substantial 
extensions of the base rate areas to 
embrace near-by territory in which a 
considerable density of population 
using telephone service has occurred 
is deemed essential to provide reason- 
able rates in the said cities. The base 
rate areas outlined and defined on the 
maps of the said cities hereinabove de- 
scribed are found to be reasonable. 


Summary of Exchange Rate 
Reductions 


The estimated effect of the above 
reductions in exchange charges upon 
the gross revenues of the respondent 
during the year 1938 as shown in tab- 
ulations derived by the Commission © 
staff is $184,500. These computations 
do not embrace the additional effect of 
any increase in the number of sub- 
scribers using the services affected 
which will result from the availability 
of lower charges. 

The Commission finds that with a 
minimum allowance of time for the 
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preparation of accounts, rate sched- 
ules, and instructions to personnel, and 
with due regard to the established bill- 
ing dates of the respondent in the ter- 
ritory affected, the above reductions in 
charges should become operative as 
follows : 

1. Service connection charges and 
inside movements, effective in comput- 
ing bills rendered on and after the 
first day of February, 1938. 

2. Extension of base rate areas, 
and adjustment for measurement of 
extra exchange line mileage on air 
line basis, effective upon all bills ren- 
dered on and after February 26, 1938. 


3. Reductions in rates for exten- 
sion stations and in jack and plug in- 
stallations, together with the adjust- 
ment of extension stations outside 
mileage, effective upon all bills ren- 
dered on and after February 16, 1938. 

Revised tariffs contemplating the 
above changes in rates and measure- 
ments of service shall be submitted for 
the approval of the Commission and 
filed in accordance with law prior to 
the respective above effective dates. 


Toll Service 


The schedules for intrastate toll 
service proposed by the Commission 
staff are designed to affect reductions 
on the basis of probable messages to 
be handled in 1938 in the amount of 
more than $130,500. The Commis- 
sion finds that these reduced rates for 
toll service within the state of Tennes- 
see by the respondent should be estab- 
lished so as to conform with the mile- 
age schedule and related scale of 
charges covering station-to-station and 
person-to-person service for the day 
period and for night and Sunday 


service, together with report charges, 
which was filed with the Commission 
in connection with the termination of 
the present proceedings and made a 
part of this order. Individual sched- 
ules covering existing points of origin 
and termination within the state shall 
be computed and published in accord- 
ance with law and in conformity with 
the said mileage schedule. 

[4] By modification of the present 
rules of the respondent, the charges 
for “person-to-person” service for pe- 
riods of time in excess of the initial 
period of three minutes and for dis- 
tances in excess of 30 miles shall be 
computed for each overtime minute at 
one-third the initial period rate ad- 
justed to the nearest lower 5-cent fig- 
ure. The rules at present provide that 
overtime conversations on “person- 
to-person”’ calls not in excess of ten 
minutes are charged for at rates based 
on the “person-to-person” schedule 
and thereafter on the “station-to-sta- 
tion” overtime rate. The Commis- 
sion finds that the reasonable rule ap- 
plicable to “person-to-person” calls for 
the above distances would apply “sta- 
tion-to-station” overtime rates on all 
conversations beyond six minutes in- 
cluding the initial period. The cor- 
responding reductions in rates shall be 
reflected in the schedules ordered to 
be filed hereunder. 

The present charges for communi- 
cations between Old Hickory, Tennes- 
see, and the Nashville exchange area 
are at the rate of 10 cents for the first 
five minutes and 10 cents for each ad- 
ditional five minutes or fraction there- 
of. The Commission finds that these 
charges are excessive and that upon 
the present record the reasonable 
charge will be 5 cents for each five 
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minute initial period and 5 cents for 
each five minutes overtime or fraction 
thereof. 

Because of the multiplicity of points 
affected by a statewide change in intra- 
state toll service and the necessity for 
the preparation of convenient sched- 
ules involving coordinated service with 
other companies, the effective date for 
the reduced schedule of toll rates shall 
be March 1, 1938, with the exception 
of the adjustment in charges for Old 
Hickory, above described, which shall 
become operative on February 1, 1938. 

[5] The revised tariffs to be sub- 
mitted in accordance with this order 
shall reflect the elimination of month- 
ly charges on hand sets already oper- 
ative under orders of this Commis- 
sion made during the present proceed- 
ing and the period of investigation pri- 
or thereto, and shall include the re- 
vised schedule of rates reducing charg- 
es on dial private branch exchange 


stations established in the same period, 

Prior to March 1, 1938, the re- 
spondent shall file with the Commis- 
sion and as provided by law, revised 
tariffs covering all operations in Ten- 
nessee including services affected by 
this order. Upon approval by the 
Commission the revised tariffs shall 
be operative and effective. Pending 
the submission and approval of such 
revised tariffs those at present filed 
and published shall remain in effect. 

It is therefore ordered by the Com- 
mission, that the above modifications 
in the rates, charges, and rules of the 
respondent company, effective as of 
the respective dates hereinabove set 
forth, be and the same are hereby ap- 
proved and ordered. 

It is further ordered, That the Com- 
mission retain jurisdiction in this 
cause and issue such further and fu- 
ture orders as it may deem necessary 
from time to time. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Telephone Company 


[2-U-1088. ] 


Revenues, § 17 — Inclusion of impounded rates — Amount subject to refund. 
1. The Commission, in determining the lawfulness of rates, should not 
exclude from consideration that portion of such rates which the utility com- | 
pany may or may not be required eventually to refund to its subscribers 
depending upon further order of the courts and upon the adjudication as 
to the validity of a Commission rate reduction order, since the charge by 
the company is not limited to the amount collected by the company as its 
own, p. 162. 

Rates, § 32 — Powers of Commission — Allowance of unreasonable rates — Effect 

of possible reparation. 

2. The Commission is not empowered by statute to prescribe or to authorize 
a rate which is higher than reasonable, no matter what assurance there may 
be that reparation will later be afforded for its wrongful collection, for the 
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law recognizes as lawful only such rates as are reasonable and the statute 
— public utilities from charging other than those lawful rates, p. 
163. 


Discrimination, § 181 — Rates — Classes of telephone service — Imposition of 


emergency expense. 


3. Collection of the entire quantum of relief from local telephone exchange 
service and not from toll service when an emergency is found to exist by 
reason of an emergency tax would be an undue discrimination, because the 
local exchange would then have to pay more than if the additional revenue 
requirement were spread over the entire rate structure of the company, p. 


163. 


[December 6, 1937.] 


os of application by telephone company for temporary 
rate increase to cover state emergency tax; order denying 
increase affirmed. For earlier decision, see 20 P.U.R.(N.S.) 177. 


By the Commission: On August 
17, 1937 (20 P.U.R.(N.S.) 177), 
the Commission entered its decision 
and order denying the application of 
the Wisconsin Telephone Company 
for authority to increase generally its 
local exchange rates by 4.4 per cent 
for a period of one year in order to re- 
imburse itself for the payment of a 
special emergency tax imposed upon 
the applicant by Chap. 6, Laws of 
1937. The applicant thereafter, on 
September 4, 1937, filed its petition 
for rehearing, which was granted on 
September 15, 1937, and rehearing 
after due notice was held at Madison, 
Wisconsin, on September 20, 1937. 


The applicant appeared by its attor- 
ney, Mr. Frederic S. Sammond of 
Miller, Mack & Fairchild. No addi- 
tional evidence was submitted, but the 
matter was argued orally and on brief. 

In our original decision we denied 
the application for the reason that no 
emergency requiring the relief sought 
had been adequately shown. We also 
expressed the view in the decision 
that the local exchange rates now 
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charged by the applicant were unrea- 
sonable and that the amount of ex- 
cess over and above a reasonable rate 
was more than the increase in rates 
which would be required to compen- 
state for the tax, and that the applica- 
tion, therefore, could not lawfully or 
properly be granted. 


The applicant now contends that the 
application should be granted irre- 
spective of the emergency, that the 
emergency was urged by it for the 
purpose of inducing immediate and 
expeditious determination of the is- 
sues rather than for the purpose of 
securing the financial relief itself, that 
the increases sought are just and rea- 
sonable, and that even in a proceeding 
of this summary nature we are en- 
abled to determine and prescribe them 
as such because of the information as 
to all of the pertinent facts which has 
been afforded us by reason of the com- 
pleted and comprehensive investiga- 
tion in the statewide rate case, docket 
2-U-35 (13 P.U.R.(N.S.) 224). 

The applicant, in support of its con- 
tention that the proposed increases 
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are demonstrably reasonable per se, 
as shown by the records in this pro- 
ceeding and in docket 2—U-35, sub- 
mits certain computations from figures 
which have been adduced therein. 
These calculations purport to show 
that the net operating income from 
local exchange operations, even if the 
emergency tax is recouped by the ap- 
plicant from its subscribers, will still 
fall below the net operating income 
anticipated by our final order in dock- 
et 2-U-35. 

This computation starts with an es- 
timate—the provisional estimate of 
net operating income for 1937 which 
was made on February 15, 1937. Re- 
cent experience, however, with these 
provisional estimates indicates that 
currently they are apt to understate 
the actual returns from operations. 
For example, the actual experience of 
the applicant for 1936 from all of its 


operations resulted in its enjoyment of 
an operating income which was about 
$1,450,000 greater than that antici- 
pated by the original provisional esti- 
mate for 1936, and about $725,000 
greater than the provisional estimate 


of May 1, 1936. In the first four 
months of 1937 the applicant’s books 
revealed exchange operating income 
which was some $67,000 greater than 
in the first four months of 1936, even 
after charging to 1937 expenses $137,- 
000 of the relief tax which was allo- 
cated to exchange business for that 
period. It is true that certain wage 
increases, the last of which was grant- 
ed by the applicant just prior to the 
hearing of June 11, 1937, in this dock- 
et, are not fully reflected in the above 
figures. Nevertheless, at the hearing 
of June 11, 1937, the applicant pro- 
duced a revised provisional estimate 
22 P.U.R.(N.S.) 


for 1937 which anticipated net income 
about $25,000 greater than its pre- 
vious provisional estimate. 

The facts appear to be that 1937 
exchange operating income as shown 
in the record was running higher than 
in 1936, even after charging to 1937 
expense a proportionate share of the 
tax ; that 1936 income in turn was run- 
ning about $125,000 above 1935, and 
that the 1935 exchange operating in- 
come, on the basis of our findings in 
docket 2-U-35, provided a margin of 
about $400,000 over and above the re- 
turn found reasonable in our order of 
March 24, 1936. 

[1] More conclusively controlling, 
however, than any discrepancy be- 
tween estimates and actual experience, 
is the fallacy in applicant’s position 
that in determining the lawfulness of 
the rates sought to be authorized we 
should exclude from consideration 
that portion of such rates which the 
applicant may or may not be required 
eventually to refund to its subscrib- 
ers, depending upon further order of 
the courts and upon the adjudication 
as to the validity of our order in dock- 
et 2-U-35. Because the applicant is 
not permitted to do with this portion 
of the rate as it will, but is required to 
reserve it for disposition at the direc- 
tion of the court having jurisdiction 
thereover, the applicant contends that 
it is not “charging” the rate in the 
statutory sense. The “charge” is de- 
fined by the applicant as being that 
which the applicant “collects from the 
subscribers as its own.” 

This contention is not sound. The 
applicant claims the entire rate as le- 
gally and justly belonging to it. It 
compels the subscriber to pay the en- 
tire rate as a condition of receiving 
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service, despite our determination that 
the rate is unjust and unreasonable. 
It is inadequate consideration at the 
best for the payment of the excess 
amount over and above the lawful rea- 
sonable rate by a subscriber that he 
may on some undetermined day, at 
some time in the future, be refunded 
such excess. 

[2] There is no provision nor sug- 
gestion in the statutes empowering us 
to prescribe or to authorize a rate 
which is higher than reasonable no 
matter what assurance there may be 
that reparation will later be afforded 
for its wrongful collection. The law 
recognizes as lawful only such rates 
as are reasonable and the statute pro- 
hibits public utilities from charging 
other than those lawful rates. 

[8] The conclusion which we have 
here expressed makes it unnecessary 
to consider further a suggestion in 
our original decision that the appli- 
cant’s proposal was discriminatory. 
The applicant has taken issue with this 
suggestion and finding and points out 
that it is not unlawful discrimination 
for it to collect the full measure of a 
reasonable maximum rate by includ- 
ing therein the full amount of the 
emergency tax levied upon its rev- 
enues from one class of subscribers 


and to refrain from doing so in the 
case of rates to another class of cus- 
tomers. This position is no doubt cor- 
rect so long as the class from which 
the surcharge is collected is not injured 
by the more favorable treatment ac- 
corded the other class. But the theory 
upon which the case was first present- 
ed, as we understood it, imposed upon 
us the duty of determining first wheth- 
er an emergency existed, and second 
the extent of relief required in order 
to prevent injurious consequences 
thereof. Had we determined that an 
emergency did require some financial 
relief to the applicant, it would have 
been in our judgment an undue dis- 
crimination to collect the entire quan- 
tum of relief from local exchange 
service and none from toll service, be- 
cause the local exchange would then 
have had to pay more than if the addi- 
tional revenue requirement was spread 
over the entire rate structure of the 
applicant. The mere fact that the ap- 
plicant did not propose to levy an as- 
sessment on local exchange rates high- 
er than the tax levied on the revenue 
from that class of service, therefore, 
did not satisfy the objection. 

It is, therefore, ordered that the 
order of August 17, 1937, herein be 
and the same is hereby affirmed. 





WEST VIRGINIA PUBLIC SERVICE COMMISSION 


Re Rules, Regulations, and Practices 
by Electric Utilities 


Service, § 195 — Electric extension — Monthly guaranty. 


1. Uniform rules for rendering rural extension service by electric utilities 
were modified to provide that, instead of the minimum monthly guaranty 
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of 14 per cent of the total construction cost of the line extension, utilities 
should be required to render service to customers who would assure a 
monthly payment for service supplied under applicable rates equal to $15 
per mile of line of such extension, p. 164. 


Service, § 196 — Electric extension — Term of contract — Revenue guaranty, 
2. Rules for rendering rural extension service by electric utilities, under 
an extension plan requiring a guaranty of revenue, were modified to pro- 
vide that instead of a 4-year term of contract, the term of contract should 
not exceed one year to residential customers and not more than four years 
to commercial and industrial customers, p. 164. 


Service, § 198 — Rural electric extension — Rules and regulations. 
Rules and regulations governing extensions by electric utilities in West 


Virginia, p. 165. 


[December 15, 1937.] 


I NVESTIGATION of rules, regulations, and practices for render- 
ing rural extension service by electric utilities; rules and 
regulations adopted. See also 16 P.U.R.(N.S.) 374. 


By the Commission: This pro- 
ceeding came on to be heard this the 
15th day of December, 1937, upon the 
order of the Commission entered 
herein on December 12, 1936 (16 
P.U.R.(N.S.) 374) by which it pro- 
mulgated uniform rules, regulations, 
and practices for the rendering of 
rural extension service by electric util- 
ities in this state; upon the order of 
the Commission entered herein on 
November 6, 1937, wherein the Com- 
mission, for reasons appearing, set this 
proceeding for hearing on November 
18, 1937, for the purpose of consid- 
ering revisions and modifications to 
the said rules and regulations and re- 
quirements contained in the Commis- 
sion’s order of December 12, 1936, 
supra, upon hearings held pursuant to 
said order; upon the proposed uni- 
form rules submitted by a committee 
representing the electric utilities ren- 
dering rural extension service in this 
state, submitted at said hearing; up- 
on informal conferences and repre- 
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sentations made thereat by the repre- 
sentatives of said utilities; and upon 
proceedings heretofore had, the tar- 
iffs filed, and orders entered in other 
proceedings in relation to the rates, 
rules, and practices of the utilities 
aforesaid for rendering rural exten- 
sion service. 

[1, 2] From all of which it doth 
appear that the uniform rules promul- 
gated by the Commission’s order of 
December 12, 1936, supra, for the 
rendering of rural extension service 
by electric utilities in this state, should 
be modified, revised, and amended; 
that instead of the minimum monthly 
guaranty of 14 per cent of the total 
construction cost of the line extension 
now provided for in the existing rules 
said utilities should be required to 
render such service to customers who 
will assure the electric utility a month- 
ly payment for service supplied un- 
der applicable rates equal to $15 per 
mile of line of such extension; that 
instead of the 4-year term of contract 
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as is provided for in the existing plan 
the term of contract should not ex- 
ceed one year to residential customers 
and not more than four years to com- 
mercial and industrial customers; and 
that the uniform rules hereinafter pre- 
scribed are more favorable to exist- 
ing and prospective rural extension 
customers of the utilities engaged in 
rendering rural electric service in this 
state than those now in effect and that 
they will be, pending further investi- 
gation and until the further order of 
the Commission, just and reasonable, 
and the Commission finds accordingly. 

It is, therefore, ordered that the 
electric utilities doing business in this 
state engaged in rendering rural ex- 
tension service cancel and desist from 
applying their existing rules and prac- 
tices, except as is hereinafter provid- 
ed, and put into effect, by amendments 
to their existing tariffs or by issuing 


new tariff sheets, the following rules 
for rendering said service: 


1. Service to rural-customers. 

Electric companies shall build at 
their own expense along public high- 
ways or company’s rights of way ex- 
tensions to distribution lines to serve 
rural customers where customers, af- 
ter establishment of credit, comply 
with provisions set forth below. 

This plan is concerned chiefly with 
the extension of service to farm cus- 
tomers and rural residential custom- 
ers and companies shall not be re- 
quired to make extensions under the 
provisions of this plan from transmis- 
sion or distribution lines of over 
15,000 volts or for the benefit of in- 
dustrial, mining, manufacturing, or 
commercial customers with connected 
loads in excess of 10 kilowatts. 
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The company reserves the right to 
refuse to make an extension of its 
facilities when by so doing the com- 
pany is required to assume unusual 
risk or introduce a hazard to the serv- 
ice of other customers or to incur ex- 
traordinary losses in electric energy, 
or excessive operating, maintenance, 
and replacement costs. 


2. Rates for rural customers. 

The rates, terms, and conditions to 
customers served from the line exten- 
sions as herein defined shall be all 
rates, terms, and conditions of service 
of the company applicable to the ter- 
ritory to be served, as on file with the 
Public Service Commission of West 
Virginia. 

3. Assured revenue. 

Customers served by each line ex- 
tension shall assure a monthly pay- 
ment to the electric company for serv- 
ice supplied under applicable rates 
equal to $15 per mile of length of such 
extension, but in no instance shall an 
extension be considered less than one- 
tenth mile. 

The total monthly assured revenue 
for each extension will ordinarily be 
divided equally among those to be 
served, but the company may permit a 
customer to assume more than an 
equal share for the purpose of permit- 
ting others to assume less; provided 
the arrangement is a continuing obli- 
gation on the part of such customer 
subject to adjustment only as* provid- 
ed in this plan and is otherwise accept- 
able to the company. 


4. Additional customers. 

Additional customers connected to 
an extension already built, or to a fur- 
ther extension thereof, will assume 
22 P.U.R.(N.S.) 
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the same minimum monthly bills as 
those prevailing on the existing exten- 
sion provided that the additional as- 
sured revenue is not less than $15 per 
mile of additional extension. Any ad- 
ditional extension constructed which 
requires customer minimum bills 
greater than those on the extension 
from which it originates, will be con- 
sidered as a separate extension. 


5. Annual adjustment of minimum 
bills. 

Minimum bills established hereun- 
der shall remain in full force and effect 
unless they are modified or eliminated 
in accordance with one of the follow- 
ing provisions : 

A—Minimum monthly bills will be 
adjusted, downward only, at least once 
each year, to an assured revenue basis 
of $15 per mile. 

B—wWhen the total gross revenue 
received from all the customers served 
from any extension, except tempo- 
rary customers, for the second or any 
succeeding year, exceeds $400 per 
mile, the minimum monthly bills will 
be reduced to the amount specified in 
the applicable rate schedules. 


6. Term of agreement. 

The term of contract shall be one 
year, except the company may require 
a longer term, not to exceed four years, 
for commercial and industrial con- 


sumers. At the expiration of the in- 
itial term the agreement will continue 
in effect from year to year thereafter 
without increasing the intial mini- 
mum payment established, unless the 
customer shall notify the company in 
writing of the desire to cancel the 
contract, not less than thirty days pri- 
or to the termination of the initial 
contract period, or thirty days prior to 
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the termination of any contract year 
thereafter. 


7. Construction conditions. 

Construction of line extensions 
hereunder shall be undertaken prompt- 
ly after all negotiations have been 
complete and necessary right-of-way 
agreements have been delivered to the 
company, and after not less than 50 
per cent of the applicants have com- 
pleted the wiring of their premises 
and are ready for service. 

With respect to the item, “Right of 
Way,” it is the purpose of this plan 
that companies shall not be required 
to build rural line extensions over 
private rights of way in the event that 
such construction involves the com- 
pany making payment for right-of- 
way easements or tree trimming 
rights. 

The customer shall supply any poles, 
wires, and other construction neces- 
sary to bring the terminus of his wir- 
ing to a location where it can be con- 
nected to the electric company’s line 
extension by a service span of not more 
than 150 feet as fixed and provided for 
in the Rules and Regulations for the 
Government of Electric Utilities, 
promulgated by the Public Service 
Commission of West Virginia, effec- 
tive September 1, 1927, to be supplied 
by electric company. 

It is further ordered that the rules 
herein prescribed are to become effec- 
tive on or before February 1, 1938; 
that all contracts for said service after 
said date shall be in accordance there- 
with; and that said rules shall be ap- 
plicable to all existing contracts of the 
said utilities, except as to those con- 
tracts where the application thereof 
will result in an increase in the mini- 
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mum monthly payment now made by 
any rural extension customer. 

It is further ordered that the elec- 
tric utilities in this state engaged in 
rendering rural line extension service 
file with the secretary appropriate tar- 
iff revision sheets in conformity with 
the rules herein prescribed. 

It is further ordered that nothing 
contained in said rules shall be con- 
strued so as to prohibit a utility from 
making rural line extensions on terms 
and conditions requiring minimum 
monthly payments less than therein 
prescribed should its judgment so dic- 
tate, provided like extensions are 
made to other applicants for rural 
service under similar conditions. 

It is further ordered that each elec- 
tric utility in this state engaged in ren- 
dering rural line extension service file 
each year, with its annual report to 
this Commission, a statement show- 
ing the total rural mileage in opera- 
tion, number of separate rural line ex- 


tension projects, number of customers 
attached to rural extension lines, num- 
ber of customers expected to be at- 
tached to lines under construction, to- 
tal construction costs, average cost per 
mile, average cost per customer, reve- 
nue received for the annual period, 
average revenue per customer, average 
consumption per customer, average 
amount of monthly payments, number 
of domestic customers on rural lines, 
number of commercial customers on 
rural lines, and number of industrial 
customers on rural lines, all of which 
information, except where a different 
meaning is apparent, shall be as of 
December 31st of the preceding year. 

And it further appearing that the 
Commission should continue this in- 
vestigation for the purpose of being 
advised of and studying the actual 
experience of the utilities and persons 
receiving and desiring rural extension 
service under the rules herein pre- 
scribed, it is ordered that this proceed- 
ing be continued. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Frank M. Beck et al. 


Portage Water Company 


[Complaint Docket No. 11392.] 


Rates, § 275 — Flat rate service contracts — Termination. 


1. Flat-rate service contracts for water being furnished should remain in 
force until properly terminated in an orderly and reasonable manner, p. 


169. 
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Service, § 152 — Contracts. 


2. A written service contract consisting of a written application by the 
party requesting service, showing the details regarding the service sought 
and the applicable rates, should be executed as a matter of practical 
expediency in every instance of a continuing public service to be billed 
periodically ; the application when accepted and approved by the utility, 
together with the applicable rates and rules in the tariff, becomes the 
service contract, p. 169. 


Service, § 152 — Contracts — Modifications. 


3. A new written service contract should be executed embodying any pro- 
posed departure from the old contract, p. 169. 


Rates, § 267 — Flat or meter. 


4. Generally, meter rates are more equitable and more in the public interest 
than flat rates, p. 169. 


Rates, § 275 — Change from flat to meter — Notice. 


5. A public utility company, having a tariff provision reserving to it the 
right to require that its meter rate be applicable to service to any consumer, 
should, in changing from flat to meter rate service, serve written notice on 
the customers to the effect that flat rate service will not be available to them 
after a stated future date sufficiently in advance to permit them to arrange 
for such other service as may be available, and that meter rate service will 
be available and obtainable upon application to the utility; and then on 
that stated future date the flat rate service would be discontinued and, if 
no application for meter rate service has been filed, the utility would 
disconnect all service, p. 169. 


[February 1, 1938.] 


— to compel a water company to continue an oral 

arrangement entered into under flat rates; complaint sus- 

tained in part and utility ordered not to collect meter rate charges 

for past or future service unless and until it be in accordance 
with a meter rate service contract. 


* 


ice from respondent. Mr. Crichton ad- 
vised Mr. Beck that it would be nec- 


By the Commission: Complain- 
ants, by this proceeding, seek to com- 


pel Portage Water Company, respond- 
ent, to continue an oral arrangement 
entered into for water service on July 
11, 1932, between complainant, Frank 
M. Beck, and J. C. Crichton, the then 
superintendent of respondent. Mr. 
Beck states that on July 11, 1932, 
he went to the office of respondent and 
talked with Mr. Crichton relative to 
the possibility of securing water serv- 
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essary for him to pay respondent the 
sum of $4,000 for the cost of build- 
ing the necessary pipe line. Mr. Beck 
was unwilling to pay the sum, and 
suggested that he be permitted to lay 
his own service line and tap respond- 
ent’s 4-inch main. Respondent ac- 
quiesced, with the result that a 3-inch 
service line was built and conected 
to the 4-inch main. On November 
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21, 1932, Mr. Beck entered into a 
written contract with respondent 
wherein application was made for per- 
mission to tap the main for a supply 
of water to be used on the premises of 
Frank Beck, Portage township at 
state road, where Beck and his family 
reside, “subject to all rules, regula- 
tions, and rates that are now or may 
hereafter be adopted by the board of 
directors of said company governing 
the introduction and use of said sup- 
ply.” (Complainants’ Exhibit No. 
1.) From the beginning of water 
service, complainants paid therefor at 
the rate of 75 cents per month, this 
being a charge under the schedule of 
flat rates contained in the official tar- 
iff on file with the Commission. How- 
ever, respondent notified complainants 
in 1936 that the flat rate of 75 cents 
per month would be discontinued, a 
meter would be installed, and subse- 
quent charges made upon the basis of 
the meter rates contained in the off- 
cially filed tariff. .This action was 
considered necessary by the company 
in view of the fact that additional con- 
sumers had connected their service 
lines to the Beck line and received wa- 
ter therefrom. However, respondent 
collected its flat rate charges for serv- 
ice from all of these consumers, includ- 
ing Beck, to the extent of 75 cents per 
month from each, or a total of $5.25 
per month from seven consumers. 
Sometime prior to September, 1936, 
a meter was installed to measure the 
water entering the Beck line, but the 
flat rate of 75 cents per month con- 
tinued in effect. In September, 1936, 
respondent discovered that the meter 
was not recording the water passing 
through it, whereupon respondent im- 
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mediately installed an accurate me- 
ter. During the following four 
months the meter registered water in 
amounts corresponding to meter rate 
charges of $45, $34.10, $23.59, and 
$27.54 per month. However, respond- 
ent continued to collect 75 cents per 
month from each of the consumers 
taking service from the Beck line, giv- 
ing credit for the amounts so received. 
Complainants now ask the Commis- 
sion to compel respondent to continue 
to supply them with water at the flat 
rate, the applicable flat rate now being 
75 cents per month. 

[1-3] It is clearly established that 
the complainants have a flat rate serv- 
ice contract. It also appears that 
service to each of the others served 
through the Beck pipe line is on a flat 
rate service contract basis as evi- 
denced by tender and acceptance of 
payment for service at flat rates. 
These flat rate service contracts will 
remain in force until properly termi- 
nated in an orderly and reasonable 
manner. As a matter of practical ex- 
pediency, in every instance of a con- 
tinuing public service to be billed pe- 
riodically, there should be a written 
service contract consisting of a writ- 
ten application by the party request- 
ing the service showing the details re- 
garding the service sought and the ap- 
plicable rates, which application, when 
accepted and approved by the utility, 
together with the applicable rates and 
rules in the tariff, would become the 
service contract. Furthermore, there 
should be a new written service con- 
tract embodying any proposed depar- 
ture from the old contract. 

[4, 5] As stated, the termination 
of a service contract must be properly 
22 P.U.R.(N.S.) 
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accomplished in an orderly and rea- 
sonable manner. The respondent has 
a tariff provision reserving to it the 
right to require that its meter rates 
be applicable to its service to any of 
its consumers. Generally, meter rates 
are more equitable and more in the 
public interest than flat rates, and the 
reasonableness of the meter rates of 
respondent is not in question here. 
Respondent, under its tariff, has the 
right to elect that service to complain- 
ants shall not be available at flat rates. 
Having so elected, and having deter- 
mined that complainants are opposed 
to the termination of the flat rate serv- 
ice contract, the reasonable and order- 
ly procedure by the utility would be to 
serve written notice on complainants 
to the effect that flat rate service will 
not be available to them after a stated 
future date sufficiently in advance to 
permit them to arrange for such other 
service as may be available, and that 
meter rate service will be available and 
obtainable upon application to re- 
spondent. On that stated future date 


the flat rate service would be discon- 
tinued and, if no application for me- 
ter rate service has been filed, the util- 
ity could disconnect all service. See 
Re Central Illinois Light Co. (IIl.) 
P.U.R.1918B, 740; Re Muncie Elec- 
tric Light Co. (Ind. 1917) P.U.R. 
1918B, 194. 

We find that respondent may right- 
fully elect that flat rate service shall 
not be available to the complainants, 
but that respondent cannot reasonably 
apply its meter rates to its service to 
complainants in the absence of a meter 
rate service contract; therefore, 

Now, to wit, February 1, 1938, it 
is ordered: ‘That the complaint be 
and is hereby sustained to the extent 
noted. 

It is further ordered: That re- 
spondent shall not collect meter rate 
charges for past or future service to 
complainants unless and until it be in 
accordance with a meter rate service 
contract following written application 
for meter rate service subject to the 
effective tariff rates and rules. 





GEORGIA SUPREME COURT 


D. L. Carmichael 


Atlanta Gas-Light Company et al. 


[No. 11811.] 
(— Ga. —, 193 S. E. 896.) 


Service, § 312 — Separate gas meter — Apartments. 
The rule and regulation of the Atlanta Gas-Light Company, approved by 
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the Public Service Commission, which requires a separate gas meter to be 
installed for each housekeeping apartment, is not, under all the allegations 
of the petition in this case, arbitrary, unreasonable, or discriminatory as 


against the petitioner. 


[November 13, 1937.] 


Headnote by the Court. 


sete of judgment sustaining demurrer to petition by cus- 
tomer seeking to enjoin discontinuance of service to ad- 
joining houses under single meter; affirmed. 


APPEARANCES: Geo. B. Rush, of 
Atlanta, for plaintiff in error; Alston, 
Alston, Foster & Moise, of Atlanta, 
M. J. Yeomans, Attorney General, 
and W. H. Duckworth, Assistant At- 
torney General, for defendants in er- 
ror. 


Grice, J.: Carmichael brought suit 
against Atlanta Gas-Light Company 
and Georgia Public Service Commis- 


sion. He prayed that the company 
be enjoined from discontinuing its 
service at his home, No. 899 Barnett 
Place, N. E., in the city of Atlanta; 
that the company and the Commis- 
sion be enjoined from enforcing cer- 
tain rules hereinafter set out; and 
that said rules be declared illegal and 
discriminatory as against him. He 
owns two houses, Nos. 891 and 899, 
which are adjacent to each other. The 
house known as No. 899 consists of 
four separate apartments, in one of 
which the plaintiff resides, and No. 
891 of two separate apartments which 
are occupied by tenants. He had a 
contract with the company for “space 
and water heating” at 899 Barnett 
Place. This contract provides for the 
rate known as No. 1—a in the company’s 
rate schedule. The last paragraph of 
the contract is as follows: “The cus- 
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tomer further agrees to accept and 
be bound by all rules and regulations 
in connection with the service hereby 
covered, which are now or may here- 
after be filed with, issued, or promul- 
gated by the Georgia Public Service 
Commission and/or other govern- 
mental bodies having jurisdiction 
thereof.” The gas used in houses 
Nos. 891 and 899 is supplied through 
one meter, which is located in the 
premises of No. 899. The company 
rendered him bills on the domestic or 
schedule O rate, which is higher than 
the schedule l-a rate. One of the 
rules and regulations promulgated by 
the company is as follows: “The con- 
tract under which service is rendered 
by the company to the customer is ex- 
clusive and individual, and the cus- 
tomer may not therefore permit serv- 
ice to be taken through his installation 
into any other ‘house,’ whether owned 
by himself or another, whether on his 
premises or elsewhere. The 
word ‘house’ as used herein means 
the home, apartment, private or ar- 
ranged-for light housekeeping, one 
side of a duplex dwelling, shop, fac- 
tory, church, or other building or 
structure which shelters the customer 
for his own individual or collective 
occupancy, where all service may be 
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taken from a single-service connec- 
tion.” 

This rule was approved by the Com- 
mission. The company takes the po- 
sition that under the above-stated rule 
the plaintiff is not entitled to serve the 
premises at 891 Barnett Place over 
the same meter used for heating No. 
899 Barnett Place, but that a sepa- 
rate meter must be installed for each 
house. If forced to serve each house 
under a separate meter, the yearly cost 
of consumption of gas for space heat- 
ing and water heating based on the 
domestic or schedule O rate would be 
considerably more than if the. two 
houses were served through a single 
meter. The plaintiff contends that he 
has the right to have both houses 
served through the one meter. He 
submitted to the Commission his con- 
tentions and those of the company 


with respect to the issue involved, and 


the Commission notified him: “Un- 
der the rules and regulations of the 
Atlanta Gas-Light Company, on file 
with the Commission, it is necessary 
for a separate gas meter to be in- 
stalled for each housekeeping apart- 
ment. The Commission voted that 
the rules and regulations of the gas 
company, as they now stand on this 
subject, should not be revised at the 
present time.’”’ The company threat- 
ens to discontinue its service unless 
the plaintiff arranges to provide sepa- 
rate meters for the two houses. If 
gas is not furnished, his damages, for 
reasons alleged, will be irreparable. 
He contends that the rules and regu- 
lations of the company as approved 
by the Commission are “illegal, in- 
equitable, rank discriminations, and 
are contrary to the laws of this state, 
22 P.U.R.(N.S.) 


in violation of Par. 2 of § 1 of Art. 1, 
and of Par. 3 of § 1 of Art. 1 of the 
Constitution of this state, and of the 
Fourteenth Amendment to the Con- 
stitution of the United States; and 
that the schedules of rates set up an 
arbitrary, illegal, and discriminatory 
classification, and therefore are uncon- 
stitutional.” The court sustained gen- 
eral demurrers of the defendants, and 
the plaintiff excepted. 

The plaintiff in his brief states 
that it is his contention that there is 
only one issue in the case, to wit, 
whether the rules and regulations of 
the defendant company as set out 
above are reasonable and legal, or 
whether same are unreasonable and 
discriminatory and therefore illegal. 
The brief further states that the peti- 
tion does not call in question the 
amount of the rates charged for the 
gas, but only the classification under 
which the defendant seeks to place the 
plaintiff. The two adjacent buildings 
are apartment houses, and under the 
rule set out above, as well as the in- 
terpretation placed thereon by the 
Commission, the two could not be 
served from the same meter. This 
follows from the definition of the 
word “house” which was given by the 
rule in question. It is not claimed that 
there has been any misinterpretation 
of the meaning of the word as used 
in the rule, or any mistake in applying 
the rule to the situation presented ; but 
the insistence is that in defining a 
“house” it is unreasonable, illegal, in- 
equitable, and discriminatory to de- 
clare, in effect, as part of that defini- 
tion, that two separate apartment 
houses side by side and owned by the 
same person shall not be said to con- 
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stitute a “single house.” It is argued 
that to require a person who owns two 
houses side by side, or two apartments 
side by side, to have separate meters 
for each apartment, while all apart- 
ments could be serviced through one 
meter, and thus entitle the owner to a 
more favorable rate, constitutes a dis- 
crimination and unfairness which the 
law will not sanction. As pointed out 
in the brief filed by counsel for the 
Commission, it is not claimed that it 
has permitted or is permitting any 
other customer of the Gas-Light Com- 
pany to enjoy the privilege which the 
plaintiff is seeking in the instant case. 
It is not claimed that other users of 
gas are enjoying rights or privileges 
denied to him under similar circum- 
stances. But the insistence is that the 
discrimination arises from the classi- 
fication in the rule hereinabove set 
forth. Classification is permitted, 


provided it be upon any reasonable 


basis. 51 C. J. § 61, and cit. A gas 
company may make rules and regula- 
tions, subject only to the requirement 
that they must be reasonable and ap- 
plicable to all consumers of the same 
class. 28 C. J. 26. The classification 
attacked as unreasonable and arbi- 
trary was adopted primarily to control 
the rate. The Georgia Public Service 
Commission has jurisdiction over gas 
companies. Code, §§ 93-304, 93- 
307. Since that body has by statute 
authority to fix just and reasonable 
gas rates to be paid by the consumers, 
it follows that it has the power to 
make classifications which are reason- 
able, and to fix a different rate for 
each class of consumers; and where 
such rates are attacked in the courts, 
there is a presumption that they are 
valid, and the burden is on the attack- 
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ing party to show that the same are 
invalid in that they are unjust, unrea- 
sonable, or discriminatory. Atlanta 
v. Atlanta Gaslight Co. (1919) 149 
Ga. 405, P.U.R.1920A, 728, 100 S. 
E. 439. The rule against discrimina- 
tions, originally promulgated to pro- 
tect shippers and those in competition, 
has of late years been applied through- 
out all the public services as an inte- 
gral part of the public service law. 2 
Weyman on Public-Service Corpora- 
tions, § 1300. 

Long-established usage and the cus- 
tom of the commercial world always 
has been to sell a large amount of a 
given commodity in one parcel in a 
given time at a less price than a small- 
er quantity of the same commodity 
distributed in many and smaller par- 
cels at different times. Concord & P. 
R. Co. v. Forsaith (1879) 59 N. H. 
122, 47 Am. Rep. 181; Cook v. Chi- 
cago, R. I. & P. R. Co. (1890) 81 
Towa, 551, 46 N. W. 1080, 9 L.R.A. 
764, 25 Am. St. Rep. 512; Rothschild 
v. Wabash, St. L. & P. R. Co. (1887) 
92 Mo. 91,4 S. W. 418. In Silkman 
v. Yonkers Water Comrs. (1897) 152 
N. Y. 327, 332, 46 N. E. 612, 613, 37 
L.R.A. 827, it was said: “The ob- 
jection made here is that the persons 
who consumed large quantities of wa- 
ter were not charged as much per 
hundred cubic feet as those who con- 
sumed a less amount. Under this 
statute, the question of consumption 
was one of the elements to be consid- 
ered in determining the rates. Sure- 
ly, it cannot be said to be unreason- 
able to provide less rates where a large 
amount of water is used than where 
a small quantity is consumed. That 
principle is usually present in all con- 
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tracts or established rents of that 
character. It will be found in con- 
tracts and charges relating to electric 
lights, gas, private water companies, 
and the like, and is a business princi- 
ple of general application. .We find 
in the rates as they were established 
nothing unreasonable, or that would 
in any way justify a court in interfer- 
ing with them.” In St. Louis Brew- 
ing Asso. v. St. Louis (1896) 140 
Mo. 419, 37 S. W. 525, 41 S. W. 911, 
it was held that a water company 
could not only make lower rates to 
manufacturers than to other consum- 
ers, but also lower rates to large man- 
ufacturers than to small. Also it has 
been held that lower rates for water 
supply could be made to the manufac- 
turer than to all other takers, notwith- 
standing the city charter forbade ex- 
ceptional discriminations in water 
rates, on the ground that as all manu- 
facturers were included in the class 
the discrimination was not illegal. It 
has likewise been ruled that a consum- 
er is not entitled to enjoin enforce- 
ment against him by a gas company 
of a rate which the company is au- 
thorized to charge, because it grants 
a lower rate to persons consuming 
gas for other purposes in larger 
amounts, as it does not appear that 
any injury is inflicted upon the com- 
plainant by such rates. See Weyman, 
supra, p. 1178. We see nothing un- 


reasonable, arbitrary, or discrimina- 
tory in a rule permitting the gas com- 
pany and the customer to contract that 
the latter is not permitted to receive 
the gas through the meter in his house 
into another house, whether owned 
by him or not. Such a contract is 
binding. This conclusion is not af- 
fected by the fact that had the gas con- 
sumed by him gone through one me- 
ter instead of two, he would have been 
entitled to a lower rate; or by the fact 
that had his six units been so con- 
structed as to constitute in fact but 
one house, his rate, on account of the 
larger volume, would be lower. 

Moreover, aside from the fact that 
the company’s rule and regulation 
here attacked as arbitrary, unreason- 
able, and discriminatory does not ap- 
pear to us to be so, the plaintiff, who 
criticizes the rule as unjustly affecting 
the rate and cost of service to him, 
asks the court to take into considera- 
tion the combined gas service at the 
particular location designated in his 
contract and the same service at an- 
other building owned by him, not men- 
tioned in his application or contract. 
Considering all the allegations, we are 
of the opinion that the court did not 
err in sustaining the general demur- 
rer and dismissing the petition. 


Judgment affirmed. 


All the justices concur, 
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RE ATLANTIC CITY ELECTRIC CO. 


NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re Atlantic City Electric Company 


Intercorporate relations, § 17 — Service contracts — Commission approval — 


Conditions. 


A contract between an operating company and an affiliated service corpora- 
tion, wherein the latter agreed to perform certain management, advisory, and 
engineering services without profit to itself but in consideration of the re- 
imbursement of costs actually incurred, was approved, subject to conditions 
restricting total charges to 34 per cent of operating expenses for manage- 
ment, advisory, and other services and 7 per cent of total labor and material 
cost of fixed capital additions for engineering services. 


[February 3, 1938.] 


F .. <grawpies4 by electric utility company for approval of con- 
tract with affiliated servicing corporation; approval granted 
subject to conditions. 


By the Boarp: This is an applica- 
tion for approval of a contract dated 
December 22, 1937, between Atlantic 
City Electric Company and the Amer- 
ican Gas & Electric Service Corpora- 
tion, wherein the latter company 
agrees to perform certain manage- 
ment, advisory, and engineering serv- 
ices, without profit to itself but in 
consideration of the reimbursement, 
on bases set forth in the contract, by 
the Atlantic City Electric Company of 
costs actually incurred by the servic- 
ing company. 

The proposed contract requires the 
Board’s approval under Chap. 44, 
Laws of 1935. 

The Atlantic City Electric Company 
is a public utility which manufactures 
and sells electric current in Atlantic 
City and other municipalities located 
in Atlantic county, New Jersey. The 
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American Gas and Electric Service 
Corporation was incorporated on De- 
cember 17, 1937, under the laws of the 
state of New York, to take over the 
management, advisory, and engineer- 
ing services previously supplied by 
the American Gas and Electric Com- 
pany to its operating subsidiaries. The 
American Gas and Electric Company, 
the holding company for the system, 
owns all of the common stock of both 
the Atlantic City Electric Company 
and the American Gas and Electric 
Service Corporation. 

In accordance with the statute and 
rules of the Board, the application was 
listed on the Board’s calendar for a 
formal hearing. Upon full considera- 
tion of the testimony and exhibits, and 
as a result of its own investigation, 
the Board believes that the services 
provided for in this contract are rea- 
22 P.U.R.(N.S.) 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


sonably necessary to the operating util- 
ity and that they may be supplied more 
economically and efficiently by the cen- 
tral management organization than in- 
dependently by the operating utility. 
The Board also concludes that the 
methods provided in the contract for 
determination of the management, ad- 
visory, and engineering expenses in- 
curred by the American Gas and Elec- 
tric Service Corporation, and for 
which payment is to be made by At- 
lantic City Electric Company, are rea- 
sonable. 

The Board finds, therefore, that the 
proposed contract is in the public in- 
terest and approves the said contract 
subject to the following conditions 
which are imposed so that the manage- 
ment, advisory, and engineering serv- 
ices supplied and the charges there- 
for will not exceed reasonable maxi- 
mum limits. 

1. All charges for all management, 
advisory, and other services rendered 
by the departments listed and num- 
bered from 1 to 12, inclusive, in the 
contract shall not exceed 34 per cent 
of the operating expenses of the At- 
lantic City Electric Company before 
the inclusion of such payments. 

2. All the charges for engineering 
services rendered by the engineering 
department (listed as number 13 in 
the contract) shall not exceed 7 per 
cent of the total labor and material 


cost of fixed capital additions before 
the inclusion of such payments. 

3. That the payments for services 
rendered under this contract may not 
exceed these maximum limits unless 
the specific approval of the Board for 
such larger payments is obtained. 

4. That the Atlantic City Electric 
Company will supply in the form of a 
supplement to its annual report to this 
Board, schedules showing for each of 
the thirteen departments of the servic- 
ing organization the following: 

1. The total expenses incurred in 
performance of such services. 

2. The basis of allocation and the 
amounts allocated to (a) American 
Gas and Electric Company, (b) At- 
lantic City Electric Company, and 
(c) each other subsidiary company 
of American Gas and Electric Com- 
pany. 

It is further provided that the 
Board’s approval of the contract is 
limited to its character and purpose 
and does not extend to the reasonable- 
ness or propriety of any payment 
which may be made thereunder by At- 
lantic City Electric Company, and 

It is further provided that approval 
of the application is subject to the con- 
dition that the applicant will file with 
the Board within thirty days from the 
date hereof its formal acceptance of 
the conditions hereby imposed. 
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Low Cost 
Replacement Boiler 


RANKLY now, why spend money tear- 

ing out and then repairing the tear-out on 
a building, in order to replace a boiler? Why 
do it, when the old boiler can be left where it 
is, or moved to one side, and a Burnham Cast 
Iron Twin Sectional put in its place. No tear- 
outs. No repairs. 


None of the Burnham sections are so big they 
won't slip through any average size door. 
Still, it is a big boiler having a 50-inch grate. 
If you prefer Welded Steel Boilers, Burnham 
also makes them. 


Sections are reversible’ © Both are built to a specification. Both are 


There are no rights and 


lefts. ight i ° 
sso'a elt Every lett | backed by a reputation. 


Bauman oiler Grperalion 


Irvington, New York Zanesville, Ohio 


Representatives in All Principal Cities of the 
United States and Canada 
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Industrial Progress 





Davey Compressor Company 
Increases Staff 


| Ses new representatives have recently 
been added to the Davey Compressor com- 
pany staff. 

Appointments announced by President Paul 
H. Davey were as follows: W. R. Clark, 
mid-western district manager; Stuart G. 
Smith, eastern district manager ; H. B. Owsley, 
state manager for North and South Carolina; 
and R. L. Garrett, assistant Ohio representa- 
tive. 

In addition, G. G. Fisher, formerly assis- 
tant Ohio manager, was named Pennsylvania 
state manager by Mr. Davey. 

Mr. Clark, who as general manager of the 
Cuyahoga Equipment Company, Cleveland, 
was formerly one of the country’s leading 
Davey dealers, brings a wide experience in 
equipment sales to his new post. His previous 
affiliations also include the general manager- 
ship of the Parts Manufacturing Co., New 
Philadelphia, Ohio. 

Mr. Smith was formerly associated with the 
Firestone Tire & Rubber Co., as sales execu- 
tive, while Mr. Garrett comes from the Twin 
Coach Company, Kent, Ohio. 

Mr. Owsley returned to active service after 
one year’s leave of absence due to illness. He 
was formerly the Davey southern district 
manager, and prior to that was head of a con- 
tractors supply business in Charlotte, N. C. 


Throttling Controller for 
Electric Furnaces 


| geen aes eer means for obtaining throttling 
control of electric furnaces and ovens are 
now available in a new CELECTRAY Indi- 
cating Photoelectric Controller manufactured 
by the C. J. Tagliabue Co., Brooklyn, N. Y. 

With this instrument no other equipment is 
required than is ordinarily used for on-and- 
off control. This is an indicating potentio- 
metric controller with photoelectric detection 
of the position of a light-beam reflected from 
a mirror galvanometer toward a reciprocating 
“controlling edge.” With this automatic con- 
troller the heat supply is made to vary in- 
versely as the temperature. The instrument 
has no measurable dead zone and holds a 
steady temperature instead of the oscillating 
temperature of on-and-off control. 

Life of the furnace switch or magnetic 
contactor is maintained by selecting the fre- 
quency of cycles according to the power re- 
quirements. The throttling zone can be readily 
adjusted within wide limits and the “load 
error” commonly met in throttling controllers 
can be kept within a few degrees without 
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introducing appreciable hunting. In many 
cases a precision instrument is required 
detect any variation in temperature. Adjust 
ment for load error is provided. q 
A safety feature of this photoelectric com 
troller is that when the lamp is burned of 
power is shut off. The instrument is partie 
larly resistant to vibration, shock-pro 
mountings however being available. The ¢ 
cular scale and slide wire are 15 in. long 
temperatures can be read within the accu 
of 0.1 per cent of the range. The scale appear 
through a glass window and temperatures aré 
indicated by a brilliant white, red or green 
line of light on ground glass. This indication 
is visible at a great distance. 


New Friction Tape Holder ~ 
Is Worn on the Belt | 


new Friction or Rubber Tape Holder that 
is worn on the belt, allowing the tape to 
be rolled off as it is needed, has been intro- 
duced by the Ideal Com- 
mutator Dresser Com- 
pany, 1558 Park Avenue, 
Sycamore, Illinois. 
This new device keeps 
the tape where it belongs 
—on the job, keeps it 
handy at all timés. Be- 
cause it is worn on the 
belt, the workman can 
carry the tape with him at 
all times—won’t mislay 
or lose it. 
For the same reason tape can not fall under 
immovable objects, or into oil and grease. 
The Tape Holder is economical—tape is 
used to the last inch instead of part being 
discarded when the rolls get so small they're 
unhandy to use. It holds the tape firmly until 
it is entirely used up. 


More Oil-Electric Buses for 
Public Service Co. 


ITH satisfactory performance definitely 
W proved by a fleet of 29 oil-electric buses 
that have given more than 1,500,000 miles ot 
service during the past year on its system, 
the Public Service Coérdinated Transport 1s 
obtaining an additional 125 vehicles of this 
type. The buses will be built by the General 
Motors Truck & Coach Co., a division of 
Yellow Truck & Coach Mfg. Co., and will be 
equipped with electric motor and drive equip- 
ment developed by General Electric Company 
in codperation with Public Service Codrdi- 
nated Transport and Yellow-Coach engineers. 
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Returns! 


nother chance to tie up with this 


potent builder of new lighting cus- 
tomers! Another opportunity to 
sell more current by showing the 
merchants and property-owners in 
your territory the advantages of 
modern, business-building store 
front lighting and design. 


The Pittco Store Front Caravan, 
with twelve scale models*of modern, 
properly illuminated store fronts, is 
going to cover the entire country 
again. If it visited your territory on 
its first trip, you'll know how help- 
ful it was to you in educating your 
prospects to a better appreciation 
of adequate store front illumination. 


This time, the Caravan will cover 
your territory more broadly than 
before. Having presented its store 
front exhibit in all the metropoli- 
tan areas on its previous tour, it 
will this time present showings of 
its scale models in the more 
important smaller communities 
throughout your territory .. . giv- 
ing every merchant and every 
property owner a chance to see it. 


Watch for the return of the Pittco 
Caravan ... and tie up with it in 
your sales efforts. Your nearest 
Pittsburgh Plate Glass Co. branch 
can give you specific information 
as to when it will revisit you. 


PITTSBURGH. 
PLATE GLASS COMPANY 
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As a further step in its modernization and 
expansion program, 83 more of the system's 
gas-electric buses are to be converted into 
the popular “all-service” vehicles-at the com- 
pany’s own shops in Newark. These will be 
in addition to 44 other gas-electric buses in 
which the company is now installing General 
Flectric all-service equipment. Public Service 
Coordinated Transport already has 456 ve- 
hicles of this type operating on 18 lines with 
220 route-miles of overhead wites, and the 
new conversion program will bring the total 
number of all-service vehicles to 583. 

Thirty of the newly ordered oil-electric 
buses will have a 36-passenger seating capac- 
ity and the remainder are to have a seating 
capacity of 25. Eng’ne and generator equip- 
ment will be mounted transversely in the rear 
of the new buses. A single electric propulsion 
motor, instead of the dual motor equipment 
ordinarily used in most gas-electric buses, will 
be employed. 

Streamlined bodies of aluminum and light- 
weight steel will add “eye appeal” to the new 
buses as well as contribute to their economy 
in operation. Side and front doors will facili- 
tate passenger entrance and egress, with the 
interior features of the buses including velour 
upholstered seats and dome lighting of 
modernistic design. 

The first gas-electric buses were placed in 
operation by the Public Service Coordinated 
Transport twelve years ago. The Public 
Service Coordinated Transport developed the 
all-service vehicle and was also the first com- 
pany in the country to operate oil-electric 
buses. It now has in service approximately 
2,000 buses with electric drive, including gas- 
electrics, oil-electrics and all-service vehicles. 


I. B. M. C. Announces a 


New Collator 


ye collator which performs automatic- 
ally many of the card-filing and -remov- 
ing operations hitherto performed manually 
has just been announced by International 
Business Machines Corporation, as an addi- 
tion to its line of electric bookkeeping and 
accounting machines which utilize the punched 
card method. 

It performs automatically many operations 
previously performed less efficiently, such as 
the filing of current transaction cards with 
previous transaction cards, removing accounts 
receivable debit cards from the file and com- 
bining them with cash-received credit cards; 
replacing old record cards with new record 
cards which supersede them; selecting all 
cards dated earlier than a certain date, as for 
analysis of accounts in arrears; or selecting 
all cards containing a given classification num- 
ber, when these cards are scattered through- 
out the file. 

As a means of maintaining record files ac- 
curately, quickly and economically, the colla- 
tor, it is stated, will permit improvement of 
many routines now operated uneconomically 
by hand. 
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New Highway Trailers 


the new Highway Trailers have fest been 
yous on the market by the Highway 
Trail er Company, Edgerton, Wisconsin—one 
for dry freight, the other for moist or re- 
frigerated products. 

The Highway Freightmaster, for dry lad 
ing, is of all-metal construction with outer 
steel walls riveted direct to a pressed steel 
framework, and with an all-steel roof of rv 
proof sheets riveted to metal joints, the w 
being built into a sturdy one-piece body. 


The Highway Roadmaster is an insulated 
Trailer which maintains utmost protection to 
moist or refrigerated lading. The insulation 
thickness is varied to fill the requirements or 
preference of individual purchasers. This 
model has Douglas Fir Veneer interior lining, 
with round-edged hardwood mouldings, 
cadmium-plated rustless screws, mitre joints 
and cabinet finish in natural wood. 


Bodies are mounted on Highway Trailer 
chassis of the required type and capacity, hav- 
ing alligator type chassis frame, adjustable 
radius rods to maintain perfect alignment, 
springs whose capacity becomes greater with 
the increased loads, and other exclusive fea- 
tures. 


Metal-Enclosed Switchgear 


NEW 42-page Bulletin (No. 66), Metal- 
A Enclosed Switchgear, issued by Delta- 
Star Electric Co., Chicago, defines the sev 
classes or types of meta Panciosed switchg 
Pointing out that the terms “metal-enclosed 
and “metal-clad’ are sometimes indiscriml 
nately used when referring to switchgear, u 
booklet states that NEMA standardization 
definitely classifies “Metal-Clad” switchgear 
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DAVEY LINE CLEARING SERVICE 


An Economical Service 


® Specially Trained Men 
@ Finest Working Equipment 


e@ Planned Procedure 








® Skillful Supervision 


A complete 
ETER CHECKING 


SERVICE DAVEY TREE SERVICE 
Both time and use tend to make 


most electrical measuring instru- 
ments inaccurate. 


As an aid to central stations in 
keeping meters accurate, Electrical 
Testing Laboratories offers a com- 
plete meter checking service .. . 
from the checking of standard and 
portable instruments at the Lab- 
oratories, to the furnishing of a 
skilled man to check and adjust 
meters that are permanently in- 
stalled. 


OTHER E. T. L. SERVICES. 
We have the equipment to test al- 
most everything that the modern 
utility buys, sells, services or uses. 
Such tests, our clients say, save 
them money in the long run. Book- 
lets describing these services will be 
sent on request. 


Always use dependable Davey Service 


ELECTRICAL 
TESTING 
LABORATORIES 
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as a subdivision of “Metal-Enclosed” switch- 
gear. “Metal-Enclosed Switchgear,” as used 
in this bulletin, is the “all mclusive”’ term 
applying to any type of switchgear enclosed in 
metal and embraces, as sub-classifications, 
“Truck Type Switchgear,” ‘“Metal-Clad 
Switchgear,” “Indoor Cubicles,” “Outdoor 
Switch Houses,” and “Enclosed Switch- 
boards.” 

Descriptive illustrations, detailed specifica- 
tions, connection diagrams and dimensions of 
Delta-Star metal-enclosed switchgear units 
are given in the booklet and installations of 
such equipment also are illustrated and de- 
scribed. The catalog calls attention to the 
binder made available to facilitate filing all 
Delta-Star bulletins. Price lists, bulletins, 
binders and binding wire will be sent utility 
companies on request to the Delta-Star Elec- 
tric Co., 2400 Block, Fulton St., Chicago. 


Line of Rubber Bladed Fans 
Announced by Samson- United 


8 Sa» new line of flexible rubber blade fans 
manufactured by Samson-United Corpora- 
tion, Rochester, New York includes 24 differ- 
ent models. Stationary, oscillating, desk and 
pedestal versions in sizes from 6 inches to 24 
inches, make up the varied line. 


10-Inch Oscillating Desk Fan 


Six years of constant laboratory research in 
rubber has made possible the announcement of 
a five-year guarantee covering the flexible 
rubber blades. 

Results of experiments, carried on by United 
States Testing Laboratories with standard 10- 
inch models are offered by the Manufacturer 
as evidence that the rubber blades whip up 17 
to 35 per cent more air delivery than ordinary 
metal-bladed fans. All 10- and 16-inch models 
can be converted for wall use by turn of a 
single knob, owing to a novel new Universal 
pivot joint. 

und measurements by the general radio- 
type sound level meter, according to the manu- 
facturer, prove this new type fan to be 1400 
per cent quieter than most air circulators. 
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A.G.A.E.M. Convention Plans 


HE annual convention of the Association 

of Gas Appliance and Equipment Manv. 
facturers will be held at White Sulphur 
Springs, West Virginia, May 25th to 27th, 

Merrill N. Davis, of the S. R. Dresse 
Manufacturing Company, president of th 
Association, announced the appointment 9 
the following program committee: 

John A. Fry, president of the Detroit 
Michi Stove Co., Detroit, chairman; W 
J. Bailey, president, Day & Night Heater Co, 
Ltd., Monrovia, Calif.; F. W. Carter, presi- 
dent, Peerless Manufacturing Corp., Louis. 
ville, Ky.; J. F. Donnelly, sales manager, 

& Electric Heater Co., La Porte, Ind.; L. R, 
Mendelson, president, Hotstream Heater Co, 
Cleveland; F. H. Ramage, assistant sales pro- 
motion manager, Republic Steel Corp., Cleve- 
land; W. F. Roberts, president, Standard Gas 
Equipment Corp., Baltimore, Md.; F. E. Sell- 
man, vice-president, Servel, Inc., New York; 
J. Van Norden, representing the American 
Meter Co., New York; and H. A. Wilson, 


president, The H. A. Wilson Co., Newark, 


Authorities in the fields of economics, 
science, commerce and retailing will speak at 
the convention. 


G. M. C. Adds Stoker Unit 


porate: of the activity of General Motors 
Corporation in the home heating field is 
announced with the introduction by Delco- 
Frigidaire Conditioning Division of three auto- 
matic coal stokers as additions to the present 
General Motors’ line of automatic heating and 
winter air conditioning equipment. 


The addition of coal stokers to the General 
Motors line gives Delco-Frigidaire equipment 
serving all classifications of heating, cooling 
and air conditioning requirements, with oil 
furnaces and conversion burners, gas furnaces 
and winter conditioning units to operate in 
conjunction with either oil or gas equipment, 
and central and unit type cooling equipment 
for domestic and commercial uses. In addition, 
Delco-Frigidaire has central type systems for 
year-round conditioning covering both heat 
ing and cooling. 8 

Marketing of the new coal stokers will be 
in effect nationally in May. ; 

The new line of coal stokers are designed to 
burn bituminous coals. 

Two of the three models are designed to 
serve residences using not over eighteen tons 
of coal annually. The third is for residences 
where the coal consumption is not more than 
thirty tons annually. The three models blanket 
the residential market. . 

Engineered in the General Motors and Delto 
research laboratories, the new stokers are d@ 
signed to burn a wide variety of low-cost som 
coals. Automatic air controls provide increased 
combustion efficiency and a heavy-duty tramis- 
mission insures an agitated fuel bed with a 
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Pennsylvania UNI-ROW Radiators 


. answer your transformer 
radiator problems 


Welded 


The radiator is permanently 
welded to the tank, elimi- 
nating valves, flanges, gas- 


kets and bolted connections. Accessible 


Each tube of the radiator is easily 
accessible for sand-blasting, cleaning 


and painting in factory or field. 
Sturdy 


The tubes are of 13-gauge steel and 
are tested at 100-pounds pressure 
per square inch. 





TRANSFORMER CO. 


170le=ISLAND. AVENUE, nh. 


PITTSBURGH ¢ PENNA. 
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minimum of electric power consumption. 

The new stokers are being built by Delco 
Appliance Division of General Motors at 
Rochester, N. Y. 


New Van Norman Heavy Duty 
Portable Boring Bar 


ECENTLY introduced by the Van Norman 
Machine Tool Co., Springfield, Mass., 

this new Heavy Duty Portable Boring Bar 
is the fastest, most powerful and accurate 
boring bar yet designed, according to the 
manufacturer. This bar, known as Per-Fect- 
O No. 777, is the first machine of its type 


Per-Fect-O No. 777 


that will take large cuts at high speed, yet is 
light enough for one man to handle. It will 
bore or sleeve any diameter from 2.600 inches 
to 5.343 inches, and has ample power pro- 
vided throughout the entire range by a 4 
horsepower capacitor motor. The machine 
is a complete unit, has two feeds and two 
speeds, takes .050 inch cut at any diameter 
within its capacity. Heavy duty tool bits are 
standard equipment. Heavy duty gears are 
totally enclosed and life-lubricated. 

No. 777 also has all the standard Van 
Norman Per-Fect-O features, including the 
four patented, non-revolving, expansible cats- 
paws that guide the flycutter steadily all the 
way to the bottom of the bore, giving a per- 
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fectly finished job in one cut, without 
so much as honing. There are other 


Fect-O models which cover a work range 
any diameter from 2.2 inches to 9 inches, a 
any depth from 10 inches to 30 inches, ~~ 


Lincoln Arc Welding Awaré 
Program Proves Popular ~ 


pe for the $200,000 Award Prog 
are being received in increasing numbe 
by The James F. Lincoln Arc Weldin 
Foundation. Each month since May, whe 
the first paper was received, has shown @ 
increase over the preceding. It is still to 
early to predict final results in view of the 
fact that the largest proportion ofthe entries 
will not come in until the final weeks of the 
Program. The official closing date is mid- 
night June 1, 1938. All papers must be in the 
mail on or before that time. 

The Award Program is of particular in- 
terest to public utilities inasmuch as it is 
being conducted to stimulate progress of elec- 
tric welding. The studies being encouraged by 
the Program’s 446 individual awards, ranging 
from $100 to $10,000, will call the attention of 
all divisions of industry to the inherent advan- 
tages of the process in manufacturing and 
construction, 

The ability of the process to produce better 
products at lower cost, which will be demon- 
strated by the studies made, will result in its 
widespread adoption. This will benefit the 
public utility by increasing the consumption 
of electric power. 


Agee Heads Gas Range 
Program 


R S. AGEE, of Washington, D. C., has been 
© appointed by the Association of Gas Ap- 
pliance and Equipment Manufacturers to the 
position of promotional sales manager. 

His immediate attention will be given te 
planning the program for the coming nation- 
wide promotion of the modern gas range 
through a codrdinated drive by manufacturers, 
utility companies and dealers. 

Mr. Agee comes to the Association from 
the Washington Gas Light Company, ope 
ing in the nation’s Capital and outlying com= 
munities. For the past three years he 
served that utility as their sales promotion 
manager, in charge of both utility and dealer 
sales training and promotion. Daring that 
period he has made many unique contribu= 
tions in utility and dealer sales plans. He has 
won nation-wide recognition through his ad- 
dresses before national and sectional utility 
conferences and the widely circulated maga= 
zine articles he has written along the line 
of his utility sales promotion work. 


Silex Appoints Schade 


g he Silex Company, Hartford, Connecti- 
cut, announce that Gilbert Schade has 
been appointed Sales Promotion Manager 
Mr. Schade was formerly with John B. Fair= 
bairn Advertising Agency of Hartford. 
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CHEVROLET TRUCKS 


again prove their great performance 
and economy by this A.A.A. 


CERTIFIED TEST RUN 



















SS THIRD ANNUAL at os va aa 


ROAD TEST 













38 144-ton stock model Chevrolet truck demon- READ THESE AMAZING 


ates cost-saving performance in test run from PERFORMANCE FACTS 
@ capital of Canada to the capital of Mexico 


Pcweveo.sr | No tests are more rigidly super- 

vised and exacting than tests | ‘S'SWOgm......... 

: conducted under the supervision of the 

bac A.A.A, Contest Board. All figures listed at 
the right are facts—certified proof of the 

ie tauae great performance ae my a Total gasoline consumed, 208.73 gallons 

ER saving economy oO evrolet trucks: 

MME Modernize your truck equipment now. Save Maen poe DS ee 

money all ways with Chevrolet trucks— | Ollcensumed....... 

with low first cost, low operating cost, low Total cost (gas, ol, ubication). $43.84 

NOT ONE maintenance expense—and with rugged, 

Smee § durable Chevrolet construction. Total per ton-mile cost... . $.00313 


REPAIRS General Motors Instalment Plan—Convenient, Economical 
Monthly Payments. A General Motors Value. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 


“THE THRIFT-CARRIERS FOR THE NATION 










ess than 


CENT PER 


eeeeeeeeee 














' gasoline 
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GRINNELL PREFABRICATION 


cuts field welds to minimum 


The few field welds required\o install a Grinnell Prefabricated Pipi 
section are all of the plain circulferential butt weld type—any ¢ 
pipe welder can make one or a handred uniform welds. 

Smooth in contour and inside s N ‘ace, thoroughly pretested and ¢ 

GRINNELL PREFABRICATION fied for insurance, Grinnell Prefa icated Piping gives engineers 
advantages of basic and interpretiv® engineering, economy in cost 
‘ at labor, easy, rapid erection and delively on schedule. 
Major Services: - “ \ dale > 
w Find out how much more readily GNnnell prefabrication can pre 
ELDING BENDING complicated sections; multiple outlets; \ynusual bends. And rely on 
LAP JOINT FLANGING vast resources of Grinnell to provide the\edvanced plant facilities, 193 
NOZZLE EXTRUDING thinking and years of experience that will Nake the job go right. € 


Company, Inc., Executive Offices, Providl Ince, R. I. Branch offices i 
principal cities. \ 


Includes These Four 


\ 
\ 


RIAL, 


WHENEVER PIPING 18 INVOLVED 
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The principal difficulty encountered 
in all control work is the proper appor- 
tioning of the control element to exist- 
ing conditions. In the EMCO Balanced 
Valve Regulator design, where remov- 
able valves and valve seats can be 
changed to adapt to load conditions, 
this difficulty is eliminated. Varying 
lads and pressure conditions, whether _ aaeioes 
seasonal or over long periods, are thus “Bowl and Valves. 


readily handled with an EMCO regulator. 


The EMCO basic design permits 
variation in valve size, variation in valve 
material (hard or soft), change in outlet 
pressure ranges by changing diaphragm 


heads, and change in type of control 
depending on type of accuracy required. 


COMPLETE ADAPTABILITY! 
® 


PITTSBURGH EQUITABLE METER COMPANY 
MERCO NORDSTROM VALVE CO 
tous evs tune see amennse “Wain Offices: PITTSBURGH. PA. Scures canane wouston 


EMCO CLmced’ Voe REGULATORS 
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Lip opine Ls 
maticaity Vi 
Inted reports trom 
punehed eards. 


The same machine for 


all phases of UTILITY ACCOUNTING 


{ |t isn't necessary to have a large volume of business to benefit by the 
punched card method of accounting. This modern, widely accepted 
accounting method now offers a unique and economical advantage to 
small and medium-sized companies. 

{| This advantage lies in the flexibility of the machine shown above. 
This one machine will take care of practically every type of utility ac- 
counting. Automatically, from punched cards, it will prepare complete, 
alphabetic and numerical reports. By simply altering the controls on 
this machine you can switch from Billing to Payroll to Operating Ledg- 
ers—all in a matter of minutes. 

{i Let us send you detailed information regarding the accounting econ- 
omy which this flexibility means to you. 





INTERNATIONAL BUSINESS MACHINES CORPORATION 


GENERAL OFFICES: BRANCH OFFICES IN 





580 MADISON AVENUE, NEW YORK, N. Y. ‘ PRINCIPAL CITIES OF THE WORLD 
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“The automobile of to-day is the high 
speed machine that is most extensively | 


used by the American public and there- 

Thank you ; fore the best known. The extent to which 
noise, vibration and uneven wear in the 

automobile engine have been reduced, is 

Mr . EDITOR common knowledge. It is not quite so 


generally recognized that the improved 
A . A operating qualities have been secured b 
a for this discussion precision methods of manufacture, which 
were not considered possible a decade 
ago... 


of the value of 


The water meter is a slow moving ma- 
chine, as compared with the auto engine. 
Nevertheless, in both machines the qual- 

PRECISION ity of performance over a long period of 
time is dependent upon the materials 
used and the precision with which the 


M ETHO DS parts are manufactured and assembled... 
\ 


Precision methods have been found to 
produce water meters that give more sat- 
\ isfactory performance and longer useful 

life than have been recorded by the me- 
\ ters turned out before the precision meth- 
ods were developed and adopted.” 


William W. Brush 
\ Water Works Engineering 
February 16, 1938 


(Excerpts from Editorial) 








aaee  ..as employed today 
YEAR OLD CASE inl the production of 


TI2IDEN 


and LAMBERT Water Meters 


ARR 
NEPTUNE METER CO. (THOMSON METER CORP.) 
50 West 50th Street (Rockefeller Center), New York City 


Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada 
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@ To the operating man, A.C.S.R. means many years of service with * 
low maintenance costs. Power transmission and rural distribution lines A 
are likely to be more profitable investments where conductors are 


Aluminum Cable Steel Reinforced. 


ALUMINUM COMPANY OF AMERICA 





2134 Gulf Building, Pittsburgh, Pa. 


ALCOA:-ALUMINU Ms 


6, | 
ALCOA 
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1 Buckeye Y DITCHERS 






odel 1! digs trench 11'/" 
22" wide, depths to 5!/.'. 


odel 12 digs trench 14!/>" 
» 24" wide, depths to 5!/,'. 





i - A Ss, T. : —_ — A “4 were: | 
“|ACCURATE.. Low'cast aitching 


are 


C4 Put a Buckeye Ditcher on the job and you know that the trench 
will be completed on schedule and at minimum cost. No soil 
ORIGINATORS condition short of rock is too difficult and you have available 
of the , the power and the choice of digging speeds that make re- 
markable savings in time. When you buy a Buckeye you are 
WHEEL: TYPE getting a machine into which has gone all the pee eth skill 
DITCHER and experience that comes from well over a third of a century 
a of building trench excavating machines, in use wherever pipe- 
lines are laid, the world around. 


BUCKEYE TRAILER 
J For ease in transporting Buckeye Ditch- 





ers, investigate the advantages of these 
rugged, easily loaded trailers—built in 
6, 10, and 15 ton capacities. 


THE BUCKEYE TRACTION DITCHER CO., 
, FINDLAY, OHIO ° 
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Car Advertising 

is a Fixture 

in America’s 
business — 


It was made so 
and it will be 


kept so 
by 


BARRON G. COLLIER, Ine. 


745 Fifth Ave., New York 
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THEIR PURPOSE- 


To reduce your cost 
of Distribution 


ERE is a group of products, differing in 
lel application, but designed with a com- 
mon objective in mind—the lowering of elec- 
trical-distribution costs. 


J-M Electrical Products are offered in the 
belief that the best means to lasting distribu- 
tion economies lie in the installation of mate- 
rials that are in themselves permanent. Min- 
eral incomposition, all J-M Electrical Products 
are inherently durable . . . highly fire-resistant. 


Consider the following: 


TRANSITE CONDUIT, permanent, in- 
combustible and so strong it ends need 
for concrete envelopes, cuts installa- 
tion costs and saves on maintenance. 
TRANSITE KORDUCT is the thin- 
walled, economical yet equally perma- 
nent conduit for enclosure in concrete. 
J-M CABLE FIREPROOFING provid- 
ing maximum cable protection at 
minimum cost. Permanently effec- 
tive, easily and economically applied. 
ASBESTOS EBONY, the perfectly 
balanced material for switch- 
boards, switch bases, etc. 


JM 


TRANSITE ASBESTOS SHEETS, for 
years the leading fireproof material 
for switch barriers, fuse boxes, cell 
structures and similar applications. 


All of these products guarantee per- 
manent savings . . . savings that come 
with cheaper installation, reduced 
operating expense, virtual freedom 
from maintenance. Each installation 
aids in effecting notable reductions 
in your distribution investment. For 
complete details, write Johns- 
Manville, 22 East 40th Street, 
New York City. 


Johns-Manville 


ELECTRICAL PRODUCTS 
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"T Swilehed lo New 
DODGE TRUGKS z Zz 


| g MONEY -SAVING- 
ECON OMIZERS 


gures Show | Will Save Around'95 


Thi On Gas Alone - 9 
Ln tn ee , 


Says John Schissler, Freeport, lil. 


66 D 5 i Ms M 0 A EY DAY, every truck owner owes 
D 0 D G it to himself to find out about the 


19 special money-saving “econ-o- 


4 ES. LJ A V mizers” built into new Dodge trucks. 
5 AVI HG rE It’s now surprisingly easy for any- 
one to compare Dodge against the 
‘HO COMPARE other low-priced trucks. It takes 
QWNERS WI only a few minutes, for example, to 
make the free gas test sponsored by 
all Dodge dealers. This test shows 
exactly how far any truck, new or 
old, goes on a gallon. It lets you 
prove to yourself exactly how much 
gas money the new Dodge truck will 
save for you...many Dodge owners 
report savings up to $6 and $8 a 
month on gas alone. In addition to 
the savings on gas, the 19 Dodge 
“econ-o-mizers” give equally sensa- 
tional savings on oil, tires and upkeep. 
DODGE 

Division of Chrysier Corporation 

At low cost, budget terms may be arranged. 


Tune in on the Major Bowes Original 
Amateur Hour, Columbia Network, every 
Thursday, 9 to 10 P. M., E. S. T. 


7” tig, SO ESAT IRE 


mer 








NEW 1938 DODGE %4-1 TON ler 
PICKUP — 6-Cyl., “L”- Head r Dodge Dea 
? me FREE PROOF...See You 


r 
Engine — 136” W. B.— All truck hing to make compare Dod ge with the oeare 
-..and built to haul bulky loads It costs you ni od it’s free. lo we neon Beforeyou buy any 
at a saving. 19 money-saving the Doneiee gr dealer also arr par see your Dodge dealer. 
‘“‘econ-o-mizers!’’—yet priced free iiterature that lets yo 


with the lowest! 
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We Have a Full Line of- 





2 


You cannot afford to be without our Complete 
atalog No. 10-U, because it contains, in addi- 
ion to illustrations and descriptions of a very 
neral line of Safety Equipment, ideas on 
hat to use and how to use equipment that 
ill prevent accidents, eliminate injury to 
orkmen, and cut high compensation costs 
nd medical fees. 

very Safety Engineer, Purchasing Agent, 
eneral Manager and, in fact every one who is 
terested in preventing accidents, should have 
copy for their personal use. If you do not 
lready have this valuable book, write for your 
opy today, and it will be sent to you by return 
ail. 


Goggles and Spectacles 
for Grinding, Chipping, 
Burning, Welding 
Acid Work, Etc. 
Coverglass Goggles 
(To be worn over 
spectacles ) 
Welding Helmets 
Paint Spray Helmets 
Asbestos Hoods 
Sand Blast Hoods 
Respirators 
Respirator Hoods 
Ammonia and other 


Gas Masks 


Gloves, Mittens, 
Sleevelets, Aprons, 
Finger Cots, Coats, 

Pants, Leggings, 

One-Piece Suits, 

Spats—made of 
Leather, Asbestos, 

Rubber or Fire- 
Resisting Materials 

Wool Suits 


Hand Pads 
Wooden Sole Shoes 
Toe and Foot Guards 
Protective Hand Cream 
Hopper Car Wrenches 
Rubber Floor Mats 
Safety Ladder Shoes 
Safety Belts 
Fuse Pullers 
Safety Hooks 
Safety Cans 
Car Movers 
Window Stands 
Barrel Stands 
Carboy Inclinators 
Acid Syphons 
Emery Wheel Shields 
Signs, Bulletin Boards 
First-Aid Kits 
Saw Guards, and other 
mechanical devices 





HE SAFETY EQUIPMENT SERVICE COMPANY 


Manufacturers of a Complete Line of Accident-Prevention Equipment 


uell W. Nutt, President t-3 


1230 St. Clair Avenue, Cleveland, Ohio 
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CUT YOUR ROPE COSTS 
WITH 
WATER-PROOFED ROT-PROOFED 


AMCO 


“ALL-WEATHER” MANILA ROPE 


AMCO lasts longer wherever rope gets wet. 





Photo By Ewing Galloway 





The new Davey side by side Model 105 delivers 
105 cu. ft. of actual air . . . is economical, light- 
weight, efficient . . . exceptionally short and com- 
pact ... easy to transport . . . ideal for every 
public utility use. 


zat 


Boor indusiry has @ leader...in air 
compressors DAVEY STANDS ALONE 


Survey Davey's record in the compressor field . . . builder of the world's first air-cooled 


compressor .. . originator of tractor mounted units ... exclusive maker of complete truck power 


take-off machines especially designed for utility use. 


DAVEY COMPRESSOR CO., INC. KENT, OHIO 
“The World’s First Air-Cooled Compressor” 
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IXTY years ago, not even a king could 
S have commanded the luxuries which 
surround plain Mr. Jones today. He sum- 
mons music from the air. With a touch of 
his finger he brings light whenever it is needed. 
Even the air he breathes may be purified by 


the touch of science. 


Why can Jones, with his modest income, 
live in such luxury? Because of the work of 
research engineers, chemists, and metal- 
lurgists, of course. 4nd—just as important 
— because you who purchase electric equipment 


have bought wisely. 





For you have given much of your business to 


"| GENERAL @ ELECTRIC 





manufacturers who have the facilities and the 
personnel to do effective research. This has 
made it possible for those manufacturers to 
keep scientists constantly at the task of mak- 
ing better equipment. And, because you have 
passed along to your customers the savings 
from the use of this better equipment, you 
have brought low-cost power to industry and 
made mass production possible. 


The wealth of plain Mr. Jones is a tribute to 
the co-operation which exists between wise 
buyers and progressive manufacturers, For it 
is certainly wise buying which brings you 
not only today’s best product but the speed- 
iest way to better products tomorrow. 
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HERE Is SOMETHING 








WHO'S WHO 


IN THE 


U. $. GOVERNMENT 
UTILITY PROGRAM 


A directory, with biographical data, of Federal officials and 
employees whose duties embrace utility regulation and other 
utility problems, including construction and operation of 
Federal properties. 


Compiled by Georce E. Doyine, Editor 
P.U.R. Executive Information Service 





260 BIOGRAPHIES 
MORE THAN 300 NAMES LISTED 
30 DEPARTMENTS, COMMISSIONS, ETC. 





A valuable reference guide to government personnel in the 
field of public utilities—electric, gas, transportation, com- 
munications. 





PLACE YOUR ORDER NOW - - PRICE $1.00 


PUBLIC UTILITIES REPORTS, Ine. 


MUNSEY BUILDING 
WASHINGTON, D. C. 





cree 
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The careful investor judges a 
security by the history of its 
performance. 


KERITE 


in three-quarters of a century of continuous 
production, has established a record of per- 
formance that is unequalled in the history 
of insulated wires and cables. 


Kerite is a seasoned security. 
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BBEAUTIFUL 
MBEFFICIENT 
BLOW PRICED 





You will discover new load build- 
ing opportunities in this new 
Permafiector Luminaire B-50 
that has everything—EYE AP- 
PEAL, PERFORMANCE AP- 
PEAL and PRICE APPEAL. 
The sleek flowing lines assume a 
simple pleasing shape that reflects 
the spirit of this streamline age. 
Its lasting beauty and adaptability 
to any interior will please your 
prospects instantly, and make 
sales easier. 

The Luminaire B-50 is equipped 
witha Permafiector which provides 
permanent, efficient distribution 
of light that will build satisfied 


customers and increased wattage. o | T T § B U R fH ~ 


The low price of this unit is in line 
with present-day budgets. REFLECTOR COMPANY 
Write today for your copy of 
“TWO NEW PERMAFLEC- Pittsburgh, Rimi = Representatives 
TOR LUMINAIRES” which Au Ala de vse 
gives complete data for sales and 
installation. 


PERMAFLECTOR . —— * LUMINAIRES * SPOTLIGHTS * URNS 


FLOODLIGHTS ° LAMPS VA BUILT-IN CEILING UNITS * ACCESSORIES 
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HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW 
Canadian Hoosier er Company, Ltd. 
nm 


—fERECTORS OF TRANSMISSION LINES 
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GREATER VALUE 








Boil... 











BOTH QUALITY CELLS 


“EVEREADY” “IGNITOR”— for years, the outstanding all-purpose dry cell. 
Long a universal favorite with railroads, it has stood the test of time in 
applications running all the way from heaviest rail car ignition work to 
light telephone service. 


“EVEREADY” SPECIAL RAILROAD AND INDUSTRIAL CELL—with 
more costly materials and advanced manufacturing technique, the traditionally 
high quality cell is made even better. Retaining the high amperage necessary 
for satisfactory ignition service, it gives longer heavy service life and longer 
light service life—and of necessity, costs more. 


WE MAKE THEM BOTH. YOU HAVE YOUR CHOICE 


NATIONAL CARBON COMPANY, Inc. 


i) ot 
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THE ..- ALSO PROVED I WAS A BETTER 


TYPIST THAN MY BOSS EVER KNEW! 


Time and time again, THE DESK TEST has proved the superiority of the Easy-Writing 
Royal. But something else happened, too! Operators found that they could type easier, 
more comfortably, produce a greater amount of typing in less time on Royals. Why 
not let your secretary, in your own office, demonstrate the full meaning of 
Touch Control, Shift Freedom, and the many other amazing Royal improvements? 

*GET A 10-DAY DESK TEST FREE! A 

fact-finding trial . . . it costs noth- 

ing, proves everything. Phone your 


Royal representative for complete 
information. 


WORLD'S NUMBER 1 
TYPEWRITER 


World’s largest company devoted exclusively to the 
manufacture of typew:iters. Factory: Hartford, Conn. * 


Copyright 1938, Royal Typewriter Company, Inc. 





GET A 10-DAY DESK TEST FREE! 


Royal Typewriter Co., Inc. Name PBMC 

Department WPU-3318 

2 Park Avenue, New York City. Firm Name 
Please deliver an Easy-Writing Royal 

te my oMce for & 10-day FREE DESK Street 

TEST. { understand that this will be 

done without obligation to me. City 
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UTILITY REGULATION 

















1937 PROCEEDINGS 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


$6.00 


DISCUSSIONS BY SPECIALISTS 
ON PUBLIC UTILITY REGULATION AND ACCOUNTING PRACTICES 


50 COMMISSIONS (FEDERAL AND STATE) REPRESENTED 


Rate Regulation—Rural Electrification—Public Utility Holding 
Company Act—Regulation of Securities Issues—Regulation 
of Accounting Practices—Problems Presented by the 
Federal Motor Carrier Act 


OTHER PUBLICATIONS OF THE N. A. R. U. C. 


Uniform System of Accounts for Electric Utilities 
(Classes A, B, C and D) (1936) 
Uniform System of Accounts for Gas Utilities 
(Manufactured and Natural Gas) (Classes A and B) (1936) 
1937 Revisions in Uniform System of Accounts for Gas Utilities ‘ 
Retirement Units for Electric Utilities 1.00 
RROCSIEEEE CL TINEE SOP AD BOSS Fis ic 0d vblav'ne-0s 000.0 LORE Ds Geleed ld os thine occ elena 1, 
Depreciation—A Review of Legal and Accountin 
Report of Committee on Public Utility Rates (193 
Report of Committee on Public Utility Rates (1936) 
Report of Committee on Progress in Public Utility Regulation (1937) 
Report of Special Committee on Progress in Public Utility Regulation (1936) 
Recent State Legislation Affecting Public Utility Regulation 
Prepared by the Special Committee on Progress in Public Utility 
Regulation (Chart 17” x 22”) (1936) 


(Where remittance accompanies order we pay forwarding charges) 


THE STATE LAW REPORTING COMPANY 


Official Reporters and Publishers of N.A.R.U.C. 
30 VESEY STREET NEW YORK, N. Y. 
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Sangamo Meters 
in sear? and seg”? 
Mountings 


Sangamo modern me- 
ters, whether singlephase 
watthour meters—com- 
bination singlephase watthour meters and time- 
switches, with either single or two-rate regis- 
ters—or two-element watthour meters—all are 
designed for modern "A" and "S" mountings. 


cdern Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLI? 


-(|}| UNIT TYPE METAL-CLAD SWITCHGEAR 


This new self-contained Metal-Clad Switch- 
gear houses a 100,000 KVA, oil-blast circuit 
breaker, instrument transformers, insulated 
bus, cable terminators and accessories. The die- 
pressed steel panel door with concealed hinges 
carries the instruments, relays and control 
switches. 








On the end of the steel enclosure is a door 
giving access to the circuit breaker tést com- 
partment. It is used in conjunction with an 
elevating type handling truck and a control wire 
jumper providing ready means for checking the 
breaker operation when removed from its cell. 














The test compartment contains a control 
switch, control bus connections and alarm bell. 


Ask for Special Publication No. 66 


Delta~Stax QQ) Eleotuits Ge 


Unit Type “R. 1.” 75 kv Switchgear 2400 BLOCK FULTON STREET,CHICAGO,ILL. 
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VALUATION DEPARTMENT 
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Minimax Stores, Houston, Texas, with “Louvre Lens” lighting. Two-fold merchandising 
objectives accomplished: (one) Indirect lighting for newness and modern appearance; 
and (two) downward or “punch” lighting delivered on merchandise displayed. 


GM “Louvre Lens” 
An ingenious innovation of moulded, heat-treated 
glass, that when used in conjunction with Indirect 


Lighting, unfolds vast new fields for Utility Companies’ 
Lighting Departments. 


The 
Enmwsn F. 
== f= 
2615 Washington Blvd. 
St. Louis, Mo. 


WORKING HAND-IN-HAND WITH UTILITY LIGHTING DEP. 
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ou cut pipe at 
ower cost with 


the RIFEIbD 
eutter 


@ You who are alert to cost-reducing 
improvements in tools recognize at 
once the better cutting and longer 
wear of the RITAID because the 
iwheel in the FRIEZERID is a thin blade, 
coined out of alloy tool steel, hammered, heat-treated, as- 
sembled in a solid hub. Gives your Company far more cuts 
per wheel. Assures quicker, easier, cleaner cuts, practically no 
burr. Reinforced cutter housing guaranteed not to break or 
warp, always cuts true. Try one at your Jobbers. Find out why 
hundreds of thousands of mechanics take special 
enjoyment in owning and using the RIBAID 
For economy for your Company buy the better 


looking RIBID. 


cis Housing ever RIGQID housings guaranteed against break 

breaks or istorts we 

lh ny nting or warp—or we replace free. Entire tool of 

SIWE RIDGE TOOL CO, > alloy metals guaranteed. Practically ends re- 
pair expense and nuisance of wrenches out of 


service. 


ed > a | ere) 5 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Ketter PRODUCTS... 
because CITIES: SERVICE o your “probleg 








— Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 

Wherever moving surfaces come together, no matter what 
the speed or lead, Cities Service can recommend authorita- 
tively the correct lubricants to use.’ Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 


Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


*¢¢ + @ ¢ 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine~Engine Oils 

Cutting Oils Quenching and ee Oils _. 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


5% 
Cities Service Radio Concert every Friday evening, 8.00 P. M. Eastern Standard Time. 
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